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new Innova is always ready to make your desires real. With roomy interiors that bring your loved ones closer 
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yy moments to treasure in an Innova. 
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Sticky Article 


Private sector banks are always first to raise 
and last to reduce lending rates (Near Zero 
Gravity, BW, 23 March). It was interesting to 
know that the primary source of funds are 
fixed deposits and they have to compete with 
administered lending options such as 
provident fund and postal schemes. And 
clearly, long-term health of the banks is more 
important than the temporary relief to some 
borrowers — we don't want a US- type 
situation in India. 

However, the channel- (dealers and sales 
agents) driven approach of private banks is 
leading to false promises and poor 
communication with its customers. Private 
banks would do well to post this article on why 
the lending rates are sticky on their website 
and branch offices to help customers 
understand the ground situation. 

Sathya Karthik R., on e-mail 
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Zh EH: your comments 


Good, Clean Energy 


It is heartening to read about businesses being so 
interested in environment-friendly energy production (CTI 
Holy Grail Called Clean Tech, BW, 23 March 2009). It got 
against the general perception that Clean Tech is an 
obssession of the so-called 'green brigade, and is 
uneconomical. For once, every right- (and left-) thinking ` 
person will be hoping against hope that the venture funds 
do manage to make some money. 

Vladimir Lenin had said that the capitalist will be ready" 
to sell the rope with which he is to hang, but this time the. 
capitalist seems to have proved him wrong. ' 

However, the success or failure of Clean Tech depends as 
much on scientific breakthroughs as on human intent. So 
far, man has been able to mould nature for his survival. 
Let's hope he succeeds again. 


| 


Sushobhan Chaturvedi, Allahaba 


Surprise Bonus | 
The bonus declared by Cognizant Technolog; 
Solutions has come as fresh air in the 
otherwise stifling IT sector (Sharing Benefit 
BW. 16 March 2009) . When the rest of the | 
companies are busy job-cutting, the Cognis 1 
bravely optimistic. 

Charu Shah, Surendrana 


A Burden Too Taxing } 
Wasteful expenditure is indeed spinning out , 
control (‘A Spendthrift Confesses, BW, 2 
March). The NDA kept the fiscal deficit at 4. | 
per cent of the GDP, whereas the UPAS is at ! 
per cent. The Centre and state government ! 
deficits add up to 12 per cent. This means tl 
India's total debt is around Rs 19,57,000 crc 
or 41.7 per cent of the GDP, and debt servici: 
would be a serious drain on the economy. It 
can push up interest rates and crowd out t. 
private investment. India must trim not onli 
its unproductive expenditure, but its over- 
grown bureaucratic flab, urgently. 

Kangayam R. Narasimhan, Chen! 


Corrigendum 

NM Rothschild is headquartered in London 
mentioned in ‘Generics Spell Scale For Big 
Pharma’ (BW, 23 March). But Rothschild al. 
has independent branches in Paris, London 
Vienna and Naples. And Olivier Pecoux is v 
the Paris-headquartered, French branch. 








Letters may have been edited for brevity. 
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Editor's Letter 





Living Their 
Dreams 


P 232014 


IT IS EASY TO TALK 
about taking risks to 
achieve something 
worthwhile. It is rela- 
tively difficult to walk 
that talk when it in- 
volves walking away 
from a lucrative and 
safe job offer. And 
yet, most of the en- 
trepreneurs featured 
in this issue have 
done precisely that. 

There are engi- 
neers from the Indian Institutes of 
Technology who have given up 
good management positions to set 
up companies that will make losses 
for the next four to five years. There 
are management graduates 
from the Indian Institutes of 
Management who have given up 
safe sinecures to create brand new 
businesses that they can call their 
own. And there are doctors who 
have given up lucrative practices to 
create businesses that seem 
extremely unlikely to make any 
revenues for the next few years — 
forget about income. 

The ability to take risks and the 
ability to walk away from a safe and 
secure option is the first thing you 
notice about young entrepreneurs. 

The second thing is the passion 
they have for their projects. Among 
the entries that we received, there 
were some good ideas, quite a few 
mediocre ideas, and several rank 


bad ideas. 





But while you 
could criticise the 
ideas for being not 
novel enough or 
being too unrealistic, 
and you could also 
pick holes in 
the business plans, 
you certainly could 
not dismiss the pas- 


sion that accom- 
panied each and 
every entry. 


There were people 
who had put in their life savings, 
and there were people who had 
borrowed money from friends, 
neighbours and family to get their 
ventures started. They were 
working 20 hours a day to make 
sure the ventures did not fail. They 
were all prepared for the long haul, 
and they were quite prepared for 
the fact that they might not see the 
proverbial pot of gold for a very 
long time. 

The fact that these were tough 
times and sources of both funding 
and revenues were drying up 
did not seem to worry any of the 
entrepreneurs. 

In the long run, I do believe that 
it is this breed of entrepreneurs 
who will take the country forward. 
They will create new companies, 
new jobs and whole new indus- 
tries. There will be many who fall 
by the wayside. But the ones who 
succeed will reshape our markets 
and industries. 
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BW picks five young entrepre 
neurs who have translated 
innovative ideas into success- 
ful businesses. 


WINNERS PROFILES 
38 Shashin Mishra 
FO N.N. Sreejith 
492 Phanindra Sama 
44 Sandeep Maheshwari 
KS Lekh Joshi 


50 Close Call 


Four entrepreneurs who did not make 1% 
to the final list, but deserve credit. 


52 Good Timing 
The slowdown is not a bad time for 
entrepreneurs to launch new ventures. 


t Shrinking Money 
The funding ecosystem has improved a 
lot, but the downturn has had its impac 


Lending A Hand 


American | S Many incubation centres have come up 


rans across the country to support new ideas 


The Final Frontier 
Picking the winners from the 22 
shortlisted was a stimulating process. 


Mentoring Skills 


Are Indian business schools equipped 





to nurture entrepreneurs? 
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THE G20 


A Group That Matters 


Emerging 
nations might 
be able to 
play a greater 
role in the 
global arena 


LOOKING UP: Montek 
Singh Ahluwalia (right) 
at the G-20 leaders’ 
meeting at Horsham 





| Sa pj, al) 


IT HAS BEEN CALLED 
the new ‘Committee 
to Save the World’. 
Heads of state of the 
Group of 20 (G-20) 
countries meet on 

2 April in London, 
and they will have 
their work cut out in 
trying to restore 
global growth. 

There are mixed 
feelings about the fi- 
nance ministers’ mee- 
ting held on 14 March 
in Horsham in the 
UK; the finance mini- 
sters communiqué 
was a veritable laun- 
dry list ofthe meas- 


ures that the G-20 
members will have to 
agree to in London. 
From oversight of 
the credit rating age- 
ncies through subjec- 
ting hedge funds to 
tighter regulation to 
better accounting sta- 
ndards, the number 
of agreements that 
the G-20 will have to 
sign is a large one. 
China has been asked 
to take on a signi- 
ficant role, as has In- 
dia even ifto a lesser 
extent. But many 
commentators fear 
that the differences 


between key mem- 
bers — Europe and 
the US in the main — 
on the intensity of 
regulation of the fi- 
nancial services in- 
dustry may be a 
stumbling block. 

As the world slips 
deeper into recession, 
emerging market eco- 
nomies may (finally) 
get to have a greater 
voice in the working 
ofthe international fi- 
nancial institutions, 
the World Bank and 
the International Mo- 
netary Fund to “stre- 
ngthen their effecti- 


ra 
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veness and legitim- 
acy’, according to the 
communiqué. Mem- 
bers of the G-20 have 
already been invited 
to join the Financial 
Stability Forum, ear- 
lier an exclusive grou- 
ping of mostly advan- 
ced economies. 

For emerging mar- 
kets, it is also a ques- 
tion of saving them- 
selves as international 
capital flows into their 
countries have re- 
versed rapidly. So long 
as it does not become 
each country for itself. 

Srikanth Srinivas 


trillion. The national debt of the US has broken all records, says the Treasury Department. 
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US BAILOUT 


the (Russian) army and navy wi 


Over The Top 


AlG's $145- 
million bonus 


EVEN IN A WORLD OF 
excesses, this one 
seems a little over the 


bonanza tP After getting a 
- bailout package of ne- 
defies arly $170 billion in va- 
recession rious forms, US insu- 
: rer AIG gave its ma- 
logic nagement $165 mil- 
lion — including 
$33.6 million to 52 
former employees — 
in bonuses for 2008. 
LARGESSE: 


AIG paid bonus to even 
people who are no 
longer with the firm 


TRADE GAP SHRINKS 


The US trade deficit narrowed in January to 
its lowest level in six years as imports fell 


$250 billion 


TE Me 
200 


05 


Source: Census Bureau 





faster than exports. 
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Bloomberg 
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Predictably, it out- 
raged many, including 
the Wall Street Jour- 
nal, the most pro-free 
market newspaper in 
the world. Many com- 
mentators have poin- 
ted to the AIG case as 
emblematic of all the 
things that have gone 
wrong with the $1 tril- 
lion-plus-and-count- 
ing bailout package. 

What has upset 
people most is that 
usually bonus paym- 
ents are performance 
linked. And getting a 





TELECOM 


BLOOMBERG 


begin.” 


bailout — even as 
large as the one AIG 
got — hardly qualifies 
as performance. 

And seriously, can a 
government agency's 
management autho- 
rise employee bonu- 
ses? After all, the US 
Treasury owns 80 per 
cent of AIG. If AIG 
had been taken into 
government conser- 
vatorship instead of 
being bailed out, em- 
ployees would have 
been on par with cre- 
ditors, and have no 
rights to that money. 

Curiously, the bail- 
out programme has 
been silent about the 
status of employee 
bonus contracts in 
firms such as AIG af- 
ter they were taken 
over. ‘Laughing all the 
way to the bank’ has 
taken on a whole new 
meaning. 

Srikanth Srinivas 








The Farabundo 
Marti National Li- 
beration Front, a 
party built by for- 
mer guerrillas and 
communist fight- 
ers, has been elec- 
ted to power in El 
Salvador. This has 
brought the left 
into power in the 
smallest country in 
the American 
mainland after two 
decades of conser- 
vative rule. The 
president-elect, 
Mauricio Funes, is 
a former television 
journalist. 


MEASURING QUALITY 


THE QUALITY OF SERVICE (QOS) OF thankfully, Trai has finalised a 
telecom service providers has new set of parameters; beginning 
been inversely proportional to the — 1 July, customers can know the 
explosive growth of their busines- quality of their operator by _ 
ses. Yet, the Telecom Regulatory logging on to Trai's — and the 
Authority of India (Trai) hasn't respective operator's — websites, 
ever notified telcos delivering which will list how many calls are - 
poor quality service to consu- dropped by an operator. | 
mers. Globally, telecom regula- Accessibility, connection retai- 
tors such as Ofcom of the UK  nability, metering and billing will 
and The Federal Communications be new heads that will throw light 
Commission of the US regularly on the performance of operators. 
notify poor operators. And hopefully, from July, you 

Even Trai's attempt to track will be able to complete that 
QoS since 2006 has failed to important call of yours. 

M. Rajendran 


measure up to expectations. But 
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Quick Take : 


Will a "Third Front’ government at the 
Centre be good for the Indian economy? 


We asked... Nilesh Ganjwala, chief executive officer, Innergise Solutions; Akil Hirani, managing partner, 

Majmudar & Co.; Amit Jain, director, Goldstone Imaging; Alok Kejriwal, chief executive officer and co-founder, Games2win.com: 
Santosh Mangal, managing director, Nexgen edusolutions; Devendra Nevgi, chief executive officer, Quantum Asset Management; 
Preeta Pradhan, AVP, operations and compliance, AuthBridge; Aashid Sawjani, board director, G4S; Rajiv H. Singh, chief 
executive officer, Team India Managers; Paranjoy Guha Thakurta, political analyst. 
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>> No. There will be too many be Maybe. As long as the Third *'* No. Desire for power rather 
partners with no clear leader/strong Front government continues the than similarities in ideology guide 
influencer within the coalition. 99 development agenda. $ « the Third Front. © 


Rajiv H. Singh, CEO, Akil Hirani, managing partner, Santosh Mangal, managing director, 
Team India Managers Majmudar & Co. Nexgen edusolutions 


YES BECAUSE: As long as a Third Front government continues the growth agenda and 
ensures stability in governance, policy, taxation and other core areas, it will be good for the Indian 
Yes economy. Some Third Front leaders have said the government needs to spend much more on 
infrastructure than what has been currently planned. They also want to focus more on public spending 
oO and job creation. The Left parties, which was a key constituent of UPA, had blocked many government 
20 / O initiatives in the past that prevented a financial crisis — blocking capital convertibility of the rupee, 
reforms in the banking sector and FDI caps in insurance. With the Congress-led UPA and the BJP-led 
NDA increasingly getting weaker, the Third Front may play a major role in shaping the Indian economy. 


NO BEGAUSE: A desire for power rather than similarities in ideology guides the Third Front 
constituents. With different agendas, it would not be possible for such an alliance to form an effective 
N O government. The Indian economy badly needs a stable government for a full term with a strong leader at 
the helm of affairs to manoeuvre these difficult times. And with so many aspiring prime ministerial 
O candidates in the Third Front, it would certainly lead to chaos at the top decision-making level. Also, if 
60 / O voted to power, the Third Front government will try to establish its credentials to the Indian populace 
and dole out favours to make a 'legacy' impression, which will cripple the slowing economy further. Past 
examples of the Deve Gowda and |.K. Gujral regimes don't inspire confidence either. 


MAYBE BEGAUSE: There is no clear ground to argue that a Third Front government at 


the Centre will be bad for the country's economy. It is the policies that make or break a government, not , 
anything else. The Third Front has many eminent leaders, who can be instrumental in devising sound 
economic policies or the future. The alliance of regional parties can be successful, if it can develop a 
common programme and a credible leader to spearhead the affairs. The country needs a leadership that 

can take tough decisions and not be hampered by narrow considerations and personal agendas that 

coalition politics bring forth. Having regional parties on board can lead to broader perspectives on 

critical issues of national and economic relevance. 
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TELECOM 


TCIL’s Call Put On Hold 


The tussle 
between the 
government 

and the 
Bharti group 
intensifies 


DISCONNECTED: The 
finance ministry has 
objected to TCIL’s move 
to sell its stake in 
Bharti Hexacom 


THE TUG OF WAR BETWEEN THE GOVERNMENT AND 
the Bharti group over the sale of Telecommuni- 
cations Consultants India (TCIL)’s stake in 
Bharti Hexacom (BHL) has taken a new turn 
with the finance ministry joining the issue. The 
finance ministry has raised reservations about 
the communications & IT ministry’s move to 
sell 30 per cent stake held by government- 
owned TCIL in BHL, a joint venture company 
with Bharti Televentures, which was later 
renamed Bharti Airtel. 

The matter, scheduled to be discussed at the 
Cabinet Committee on Economic Affairs 
(CCEA) next week, is stuck due to the finance 
ministry's objection. “The objections are serious. 
We have been asked to examine it and expedite it 
for it to be placed before the Cabinet next week,” 
says a senior official in the communications 
ministry on condition of anonymity. “But it is too 
complicated; we would need more time.” 

The finance ministry has sought a detailed 
clarification on the refusal by Bharti to give 
dividend to TCIL and list the joint venture 

À company. Bharti Airtel by 

virtue of the shareholders’ 
agreement has the right of first 
refusal. BHL had shown keen 
interest to take the 30 per 
cent stake in 2006 and 2007, 
but it backed off due to the 

government's demand for a 

dividend and listing of the 

joint venture. 
Bharti Hexacom re- 
corded a net profit of 
Rs 153.10 crore in 2006- 
07 and Rs 330.67 crore 
















[det 


BIVASH BANERJEE 


in 2007-08. According to a Department of 
Telecommunications (DoT) draft note for 
CCEA, TCIL sought dividends pay out while 
adopting Annual Accounts every year. 

But this was not agreed to by the Bharti 
Group on the ground that BHL was using all its 
internal generation for expansion of network to 
keep pace with intense competition in the mar- 
ket. “It is difficult to accept that all the money is 
being ploughed back,” says a DoT source. “Most 
of it is being repaid to Bharti Airtel for a trade 
credit taken by BHL, while it could have waited 
in the interest of BHL’s growth.” 

A letter written by Bharti Airtel’s group gen- 
eral counsel and company secretary Vijaya 
Sampath to R.K. Upadyay, chairman and man- 
aging director of TCIL on 20 August 2008 
stands testimony to the DoT official’s comment. 
“A loan of approximately Rs 330 crore (includ- 
ing trade credit) from Bharti Airtel is outstand- 
ing.” Further, the letter says that TCIL cannot 
demand dividend since such a provision does 
not exist in the shareholders’ agreement. Senior 
DoT officials involved in the discussions have 
acknowledged Bharti's stand. 

Under such circumstances, the finance mini- 
stry has said, “This contention of DoT needs to 
be examined.” The ministry has sought details 
of the issue of dividends payout and listing of 
shares that had been discussed in the board of 
directors of the joint venture. The relevant re- 
cord of discussion has been sought by the fina- 
nce ministry to be placed before them and the 
CCEA. The finance ministry has also said that, 
while markets are reeling worldwide from the 
impact of global meltdown, potential investors 
/buyers especially in the private sector, would 
have difficulty in mobilising resources for the 
purpose. This would impact fair and appropri- 
ate valuation of the true worth of equity invest- 
ment of TCIL in the joint venture. 

Questions have also been raised within the 
government on the DoT’s urgency to push for 
the divestment when the election model code of 
conduct has been initiated. Say sources in the 
communications ministry, “Normally to bypass 
such complication an in-principle approval is 
provided. That is likely to happen, if we place it 
in the Cabinet.” Bharti could use this period to 
take out additional investment in BHL in form 
of trade credit. But that’s not a solution that the 
DoT would be happy with. 

M. Rajendran 
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ADVANCE TAX 


Defying Expectations 


Advance tax 
outflows this 
quarter will 
not affect 
inter-bank 
liquidity 


WILL THE MARCH QUARTER 
advance tax outflows squ- 
eeze inter-bank liquidity as 
it did in the previous quar- 
ter? Analysts think it will 
not. “I do not get a sense of 
déja vu,” says Shubhada 
Rao, chief economist at Yes 
Bank. “The situation is not 
going to be like in Septem- 
ber.” Her optimism stems 
from the fact that banks 
seem to be flush with liqui- 
dity as evidenced from the 
Rs 16,000 crore they par- 
ked at the Reserve Bank of 
India’s (RBI) repos window. 
“Call rates went to as high 
as 4.10 per cent and that 
seems to indicate that 
banks might have lent some 
more at these rates as well. 
And, therefore, it is reason- 
able to assume that the 
overnight fund position is 
comfortable,” she says. 


MIXED SIGNALS 


Advance tax this year could be 
lower than last year's 


Jan-Mar 


Company 


SBI 

Bank of India 
Tata Steel 
L&T 

HDFC Bank 
ICICI Bank 
Dena Bank 
Tata Chem 
Hindalco 
Grasim 

TCS 

LIC HF 

Tech Mahindra 
Indusind 
Tata Power 


All figures in Rs crore 


1,810 


Jan-Mar 
2008 
1,418 
194 
300 
170 
250 
250 

50 


2009 


590 





Source: BW research 


sometime in the second 
quarter of 2009-09. 

There is another reason 
why the RBI may not go 
ahead with rate cuts any- 
time soon. According to 
HSBC'Ss Singapore-based 
economist Robert Prior- 
Wandesforde, it is the stub- 
bornness in consumer price 
inflation. “The key differe- 
nce between the two meas- 
ures of inflation relates to 
the importance of food,” he 
says. “Whereas food produ- 
cts only account for 15 per 
cent of the wholesale price 
index, they represent nearly 
70 per cent of the agricul- 
tural workers’ basket. Food 
CPI inflation reached a cy- 
cle-high of 12.7 per cent in 
January, undermining the 
incomes of hundreds of mil- 
lions of households who 
don’t sell food products for 


It was advance tax out- 
flows of Rs 48,000 crore from the banking sys- 
tem, which also took time in flowing back that 
saw call rates climb in excess of 20 per cent in 
September 2008. However, the amount is ex- 
pected to be significantly lower this quarter. 

Credit growth has moderated to 19 per cent 
levels from the 25 per cent levels between April 
and December 2008. Rohini Malkani, economist 
at Citi-India is of the view that the two key factors 
for the dip in loans are lower economic activity 
and fears of a rise in bad loans. “This could esca- 
late the negative feedback loop tightening finan- 
cial conditions, weakening activity, further tight- 
ening in credit standards, which would result in 
growth remaining weaker for longer,’ she says. 

So, liquidity is unlikely to be an issue. And a 
cut in key rates might not be in the offing any- 
time soon despite inflation falling to 2.4 per cent 
at end-February from a high of 12.8 per cent in 
August 2008. Reserve Bank of India (RBI) Gov- 
ernor D. Subbarao has delivered 400 basis 
points (bps) of cuts in the cash reserve ratio 
(CRR) since mid-September, taking it down to 5 
per cent; and 400 bps and 250 bps cuts in the 
repo rate and reverse repo rates. Most analysts 
expect a further 50 bps cuts in all three rates 


a living,” he says. 

Madan Sabnavis, chief economist at MCX, 
says that there is no reason to fear the Ides of 
March. “A fall in advance tax collections will 
mean that there will be further deterioration in 
the fiscal situation. I do not see a reversal in cor- 
porate performance anytime soon.” 

The larger point is that the combined fiscal 
deficit is expected to be in double digits in 2009- 
10. The key reasons for this trend reversal, ex- 
plains Malkani, are higher expenditure (but not 
the good kind), a slowdown in revenues and the 
stimulus packages. “While a high fiscal deficit is 
not necessarily bad, what is of importance is how 
it is utilised. In India, the revenue deficit or cur- 
rent consumption comprises the bulk of the fis- 
cal deficit. The primary balance that was in sur- 
plus mode in 2007-08 has moved back into 
deficit,” says she. 

However, there is some concern about liqui- 
dity. Money supply growth has moderated from 
the 20 per cent-plus levels to 19 per cent as on 
date. Given the Centre’s net borrowing pro- 
gramme of Rs 3,08,647 crore in 2009-10 — up 
from the Rs 2,61,972 crore in 2008-09 — it is 
real bad news. The money pond is shrinking. 

Raghu Mohan 
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PHARMACEUTICALS 


A Bit Too Early To Cheer 





Even if the US 
allows copies 
of biotech 
drugs, Indian 
firms will not 
get there soon 


AT STAKE: Some 
Indian pharma firms 
have spent huge sums 
on biosimilars R&D 


A BIPARTISAN LAW, “THE PROMOTING ACCESS TO 
Life-Saving Medicine Act,’ was introduced in the 
US House of Representatives on 11 March. The 


law, which seeks to pave the way for the launch of 


biosimilars — cheaper copies of biotech medi- 
cines — has got the US generics industry excited. 
Such a law has been eagerly awaited by Indian 
companies such as Dr. Reddy’s, Biocon, Intas 
Biopharmaceuticals and Wockhardt, which have 
invested crores in research, development and 
manufacturing of biosimilars. The western 
markets are the most sought-after destination 
for biosimilars. 

“The bill will see the advent of biogenerics over 
the next 12 to 24 months,” said Kiran Mazumdar- 
Shaw, chairman and managing director of Bio- 
con, to a newspaper. Yet, it is too early to herald 
the arrival of Indian biosi- 
milars on US shores. There 
could be competing bills 
with support cutting acr- 
oss party lines. For insta- 
nce, the Pathway for Biosi- 


AMIT VERMA 


BIOLOGICAL PATHWAY 


The new US bill seeks to: 
m Empower the US drug regulator to 


several hoops held out by the US Food & Drug 
Administration. Take the case of Europe, which 
approved its first biosimilar in 2006. Over 10 
such products were approved in three years 
from the likes of Israel’s Teva and Germany’s 
Sandoz. Indian firms have yet to get their foot in 
the door. 

“It is a fairly long process (to get approval) in 
the developed markets,” says Dhananjay Patan- 
kar, chief technical officer at Intas Biopharma, 
which is testing a biosimilar. “It can take five 
years from the time that you have a product on 
your hands.” 

The reason: in Europe, biosimilars, made us- 
ing living organisms such as bacteria and yeast 
cells, require far more elaborate tests than che- 
mical generics to demonstrate their similarity to 
innovator products. Where vanilla generics are 
tested on tens of patients over weeks, biosimilars 
are being tested on hundreds over months. The 
cost difference is in millions of dollars. Unlike 
generics, the approval process requires compa- 
nies to constantly consult with the regulator and 
modify their planned trial, if need be. 

“It is unlikely that US regulations will be more 
generous than Europe's,” says Patankar. There is 
also the question of'switchability, says Dinesh 
Dua, CEO of Chandigarh-based Nectar Life Sci- 
ences. A pharmacy cannot switch a prescribed 
brand with a cheaper biosimilar, the way it does 
with chemical generics. This means convincing 
doctors to prescribe — best achieved with a 
strong marketing partner who has demonst- 
rated leadership in this area. Indian biosimilars 
have hardly announced such alliances. 

More than any legislation, one key indicator 
that India’s planned biosi- 
milars foray into the West 
is gaining traction would 
be if Indian firms strike 
more partnerships that 
take the cost of seeking ap- 


milars Act, is expected to 
be reintroduced soon by 
other House members. 
This bill seems to weigh in 
on the side of innovators 


who have systematically 


lobbied against biosimilars 
and blocked their entry. 
But even if legislation 
gets through, firms will 
have to jump through 


approve a biosimilar and decide if it is 
interchangeable with the innovator 


resolve patent disputes between 
innovators’ drugs and biosimilars, and 


m" Curb market and data exclusivity to 


innovators that extend their monopoly 
Source: Generic Pharmaceutical Association, USA 
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proval off their books, and 
provide them marketing 
leverage. There is opportu- 
nity: in addition to gener- 
ics firms, western drug 
makers such as Merck, As- 
traZeneca and Eli Lilly are 
also now interested in the 
biosimilars opportunity. It 
is time for action. 

Gauri Kamath 
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` The Battle Begins Now 


Ten Sports is 
bracing for a 
management 
tussle as its 

founder 

CEO quits 


WHO WILL CALL THE 
SHOTS? Abdulrahman 
Bukhatir (top) and 
Subhash Chandra 


MUMBAI-BASED ESSEL GROUP’S 
Subhash Chandra and Dubai- 
based billionaire Abdulrah- 
man Mohamed Bukhatir (of 
Sharjah fame) — owners of 
United Arab Emirates-based 
Taj TV, which owns Ten 
Sports — are locked in a 
battle for succession at the 
sports network after the CEO 
and founder Chris McDonald 
resigned on 18 March. 

Chandra’s Zee Telefilms 
and Bukhatir’s business con- 
glomerate Bukhatir Invest- 
ments have 50 per cent stake 
each in Taj Television. 

McDonald, a sports prog- 
ramming expert who worked 
for 21 years in Asian markets 
— first with ESPN since 1993 
and in 2000 went on to 
create Ten Sports — has told 
BW that he is finally leaving 
for home in New York and 
will assume an ‘advisory role’ 
in the company. A Ten Sports 
press release only announced 
the change of guard; it did 
not reveal that there is a suc- 
cession battle brewing. 

Bukhatir and McDonald 
launched the sports channel 
in 2000, and over time Ten 
Sports has grown to be the most watched sports 
channel in the subcontinent with telecast rights 
for West Asia as well as for five of the 11 interna- 
tional cricket-playing nations. In November 
2006, Chandra-promoted Zee Group bought a 
50 per cent stake in the network that was then 
valued at $114 million (Rs 523 crore); but 
management control remained with the Dubai- 
based team headed by McDonald. 

After McDonald steps down on 30 April, 
Peter Hutton, currently vice-president of 
programming and production, will be elevated 
as chief operating officer (COO). McDonald 
reveals that Hutton’s management team will 
include Himanshu Mody, head of Zee Sports, 
and the Sharjah-based Bhaskar Banerjee, 
Bukhatir's group financial chief. 

But from the statements of the two partners, 
management issues are far from settled and 








there is obvious jockeying for 
control for the top slot 
vacated by Chris McDonald. 

Says Zees Himanshu 
Mody, *We will be getting 
more involved." He also adds 
that the company was *not in 
a hurry" to appoint a CEO, 
and that the current arrange- 
ment with Hutton as the 
COO and a joint manage- 
ment team will continue for 
some time. On the other 
hand, McDonald says that 
Hutton is likely to be elevated 
as CEO in the near future. 

In the new arrangement, 
the portfolios would be 
shared between the two 
partners with  Bukhatir's 
team from Dubai handling 
production and program- 
ming while Zee in India look- 
ing after advertising sales and 
distribution. 

However, it is evident that 
Zee is not comfortable, and 
sooner than later it is likely to 
make a bid for a controlling 
position in Taj TV. Mody 
agrees that is the long term 
view, and says Zee hiking its 
stake in the sports network is 
"possible". McDonald has not 
commented on Bukhatir’s future plans, but 
industry sources say there could be resistance 
from the Dubai partner to a Zee takeover. 

All this is not surprising as the problems 
of management control are endemic in any 
50:50 business partnership. When Zee took an 
equal 50 per cent stake in Taj TV in 2006, an 
arrangement was made to rotate the chair- 
manship of the company's board between the 
two sides. This was to ensure a balance between 
the two partners. 

The previous chairman, Jawahar Goel, was 
from Zee, while the current board is headed by 
the Bukhatir nominee Banerjee. This has 
obviously not worked out and Zee chairman 
Subhash Chandra is now pushing for control. 

But will Bukhatir give way? If he doesn't, we 
are likely to see more skirmishes in future. 
Gurbir Singh 


SANJAY SAKARIA 


30 MARCH 2009 23 BUSINESSWORLD 


In The News 





POWER 


Pursuing An Open Option 


What stops 
states from 
operationa- 
lising the 
open access 
concept? 


BETTER CHOICE: Open 
access allows consu- 
mers to choose whom 
to buy power from 





IT MAY BE RATHER LATE IN THE DAY FOR THE UPA 
government to take policy decisions, but the 
task force on open access has made some 
important recommendations to operationalise 
this important measure enshrined in the 
electricity law. The specially constituted task 
force on ‘Operationalising Open Access in the 
Power Sector’ under the chairmanship of 
B.K. Chaturvedi, member of the Planning Com- 
mission, has asked the Centre to take a proac- 
tive role and set aside a certain portion of power 
generated by central power undertakings only 
for open access. 

An important measure introduced in the Ele- 
ctricity Act (2003), which replaced the Electri- 
city (Supply) Act of 1948, was the concept of 
open access. The idea is to allow consumers to 
choose from where and from whom to buy 
power. This is a deviation from the earlier laws 
that required power projects located in states to 
sell only to the state-owned electricity boards, 
which in turn sold to consumers. All states are 
supposed to operationalise the open-access law 
and related polices by 2009. 

However, the ground reality is far from this. 
The task force in its final report released a few 
weeks ago said, “...till date, no consumer in any 
state has availed of open access under Section 
42 of the Act so far...” and that *...in many states 
the provisions of the Act have not been opera- 


tionalised so far”. If anything, “...this fa- 
cility has been availed of only by captive 
producers and that too marginally”. 

Last week, the chairman of Central 
Electricity Regulatory Commission, 
Pramod Deo, said: "The mindset has not 
changed and we are really back to where 
we had started before the enactment of 
the Electricity Act." 

Why this reluctance? For a consumer 
to avail of open access, he has to pay a 
particular surcharge to the state utility 
he resides in. This surcharge goes to- 
wards compensating the state utility (or 
existing supplier) for the loss of a consu- 
mer to a different supplier. Apart from 
this surcharge, there are wheeling and 
transmission charges that also need to 
be added for availing open access. Now, 
this surcharge cannot be so high that the 
consumer (or supplier) has no incentive 
to avail of open access. 

However, while 21 states have notified 
for open access, in almost all states, the 
methodology for calculation of surcharge is in 
variation with the central tariff policy imple- 
mented in 2006. More importantly, says the 
task force in its report, open access has not been 
operationalised because states generally 
prevent export of power to other states on the 
pretext of having no surplus transmission 
capacity and because no state wants cheaper 
power to go outside the state. 

Here is an irony. While open access is not 
operationalised, states with surplus power are 
selling power through the trading route. 

While the issue of trading is separate, 
Chaturvedi told BW that he has written to 
Prime Minister Manmohan Singh last week 
recommending that the Centre should set aside 
a certain portion of power from its central 
power plants (NTPC, NHPC, etc.) for open 
access. The Centre gets a 15 per cent discre- 
tionary share from these plants. From this share 
from existing plants, he said, 3 per cent should 
be set aside for open access only. For new plants, 
this share should be hiked to 7 per cent. 

Itis a fact that this government cannot act on 
this recommendation. It will now be up to the 
new government to take this forward. But if 
open access has to start, a beginning has to be 
made somewhere. 


AMIT VERMA 


Kandula Subramaniam 
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ACCOUNTING 


A Question Of Standards 


India Inc. 

is lobbying to 
get ICAI 

to relax the 
accounting 
norms 


FACING UP: 
ICAI wants to 
improve the existing 
accounting practice 


EVEN AS CORPORATES ARE LOBBYING HARD TO GET 
the Institute of Chartered Accountants of India 
(ICAI) to relax accounting standards, the ICAI is 
tightening its screws on the existing accounting 
norms. If the accounting regulator has its way, 
companies will soon have to update the final 
financial statements in their annual reports, 
vetted by the auditor. While this will make the 
numbers more transparent for the shareholder, 
for companies it will mean redoing their finan- 
cial reports if the auditor raises an objection. 
The bone of contention between corporate 
lobbies and the ICAI is Accounting Standard 11 
(AS 11), which takes into account the fluctua- 
tions in the foreign exchange rates in the bal- 
ance sheet. With profits declining in the down- 


turn, firms are already feeling the pinch of 


additional expenditure items that bring down 
their profit figures further. Now, the deprecia- 
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TRIBHUWAN SHARMA 


tion of the rupee from Rs 38 levels in April 2007 
to Rs 50-plus levels now means that companies 
that have borrowed in foreign currency will now 
have to repay more money in rupee terms. As per 
AS 11, forex loans that do not need to be repaid 
currently should be in the balance sheets every 
year until repaid. This means, a company repay- 
ing a higher amount in rupee terms will have to 
show the difference as expenditure in the profit 
and loss (P&L) account. “This is consistent with 
international accounting standards,” says Jamil 
Khatri, US GAAP & IFRS Services at KPMG 
India. He says this makes the P&L account 
reflect the going up or down of the cost of the 
liability of loan repayment. 

Some companies have argued that Schedule 
VI of the Companies Act allows them to capi- 
talise this difference if the loan was used to 
build assets in India. Reliance Industries (RIL) 
and Bharti Airtel are among those who have 
been following this practice. But some such 
companies have borne the other end of the 
brunt as well. For instance, RIL's 2007-08 an- 
nual report says, “The company has continued 
to adjust the foreign currency exchange differ- 
ences... to the carrying cost of fixed assets in 
compliance with Schedule VI to the Companies 
Act, 1956... Had the treatment as per AS 11 been 
followed, the net profit after tax (PAT) would 
have been higher by Rs 30 crore.” RILS net 
profit for 2007-08 was Rs 19,458 crore. 

"The AS-11 was actually revised and notified 
by the National Accounting Standards Commi- 
ttee and this committee gets its powers under 
the same Companies Act to formulate account- 
ing standards for the companies,” says Khatri. 

In presentations made to ICAI in February 
and early March, the CII had proposed a third 
alternative of allowing companies to spread the 
difference amount across the rest of the loan 
tenure. But accountants find this proposal ludi- 
crous. “Already, due to the Schedule VI provi- 
sion, there is inconsistency and adding one 
more layer is definitely not good for investors’ 
comparability purpose,” says Khatri. 

ICAI has deferred taking a stand on AS 11 till 
May. Analysts say corporate India should not 
rely on lobbying when the going is against them. 
Many foreign currencies have depreciated 
against the dollar but none of the currency- 
issuing countries has subverted its accounting 
standards for short-term benefit. 

Rajesh Gajra 
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ECGC is giving SME Exporters 
a shot in the arm. 


By providing knowledge, insurance 
and financing - all under one roof. 


ECGC now offers the gamut of services to exporters: 
credit risk insurance, factoring and marine insurance. 
Thus making us a one-stop shop for the exporter's 
financing and insurance needs. 


Fortune 225] 


AR-151 


Export Credit Guarantee Corporation of India Ltd., 
(A Government of India Enterprise) 
Express Towers, 1Oth Floor, Nariman Point, : 
Mumbai 400 021, India. Tel.: (022) 6659 0500-10 
Fax: (022) 6659 0517 Toll-free No. 1800-22-4500 E C G C 
C2 ISO 9001: 2000 Certified E-mail: marketing@ecgc.in Visit us at: www.ecgc.in 
Mumbai (022) 26572740 


Chennai (044) 28491013 Bangaluru (080)25589775 You focus on exports. 


Insurance is the subject matter of solicitation. Kolkatta (033)22822218 Delhi (011)41506406 We cover the risks. 
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COTTON 


More Is Less For Nafed 


Nafed wants 
a level 
playing field 
with Cotton 
Corporation 
of India 


LITTLE COMFORT: 
Nafed's stock of unsold 
cotton is piling up, for 
want of clearance 
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HEAT IS BUILDING UP ON THE NATIONAL 
Agriculture Cooperative Marketing Federation 
of India (Nafed) before the summer of 2009. 
While rival Cotton Corporation of India (CCI) 
has secured the required approval to offer 
‘quantity discount and free period’ to its 
customers, Nafed’s cotton is piling up unsold, 
waiting for a similar approval. 

“We have procured raw cotton valued at 
Rs 4,800 crore till 10 March, and we need to 
dispose it of quickly in the absence of storage 
space, says U.K.S. Chauhan, managing director 
of Nafed. “But we can't do that unless we also 
get the same benefits as CCI to offer quantity 
discounts and free period warehousing to our 
customers.” CCI’s nodal Ministry of Textiles got 
the Cabinet's nod for the concession in the last 
week of February, but Nafed's agriculture 
ministry has failed to even place the proposal 
before the Cabinet as yet. 

Blame is being apportioned rather more 
quickly. According to Nafed officials, the agri- 
culture ministry was informed of the need for a 
level playing field with CCI in cotton procure- 
ment as early as February. Senior agriculture 
ministry officials say that there was no such 
communication. “We expect to get the approval 
soon, says an official who did not want to be 
named. However, the official agrees that every 


day's delay will critically impact Nafed's 
ability to sustain prices and mobilise 
funds for future procurement. 

It happened like this. When market 
prices for cotton were ruling low early 
this year, the Centre directed CCI to sell 
cotton procured at the minimum sup- 
port price , which is Rs 3,000 per quin- 
tal for 2008-09, by offering discounts 
on bulk purchases. Now, officials at the 
agriculture ministry and Nafed are try- 
ing to convince the finance ministry to 
extend them the same concession, but 
without going to the Cabinet as this 
would delay matters even further. 

Nafed, which has to sell its stocks of 
raw cotton to secure funds from banks, 
needs the concession. Unlike CCI, 
which procures cotton directly from 
farmers, Nafed procures cotton from 
state-level agencies and pays them 
through banks. 

On the other hand, textile producers 
and dealers procure bales of cotton 
from CCI at a fixed rate. The initial procure- 
ment quantity is fixed at 10,000 bales (one bale 
is 170 kg). If a customer wishes to pick up more 
than this quantity, he gets a concession. A 
discount of Rs 400 is offered if the quantity is 
between 10,000 bales and 25,000 bales, 
Rs 450 for between 25,000 and 50,000 bales, 
Rs 500 for 50,000-200,000 bales, and Rs 650 
for more than 200,000 bales. Moreover, 
customers are allowed to keep the cotton in 
government-owned warehouses after the deal 
is sealed, without paying penalty, for different 
periods, depending upon the quantity. 

Lack of funds is one ofthe reasons why Nafed 
does not wish to set up godowns for storage of 
cotton. *It is not our core business and is not 
viable for us to make huge investments in ware- 
housing; Chauhan says. 

In the current Kharif season, Nafed has 
undertaken massive procurement of cotton in 
Maharashtra, Andhra Pradesh and Gujarat. It 
hopes to get a comfort letter from banks to 
procure cotton worth Rs 3,000 crore, but in the 
absence of enough space in godowns, it cannot 
offer the free storage period to its customers, 
which in turn deters banks from paying state 
agencies on behalf of Nafed. 

The heat is on, but cotton isn't helping. 

M. Rajendran 


BLOOMBERG 
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IN HIS THREE-YEAR TENURE AS THE FOURTH 
chairman of the Telecom Regulatory Autho- 
rity of India (Trai), Nripendra Misra often 
seemed like a hapless regulator who was 
rarely being listened to. The 1967-batch IAS 
officer was constantly under the scanner for 
he presided over one of the most essential 
services to the increasingly telecom-hungr) 
Indians. Apart from the brickbats for his 
inability to contain the telemarketing men- 
ace or manage the quality of service (QoS) of 
cellcos, Misra also got bouquets for introdu- 
cing the conditional access system (CAS) and 
his unwavering stand on an early 3G rollout. 
Days before he lays down office on 22 
March, Misra met with BW’s M. Rajendran 
for some straight-talking. Excerpts: 


A: It could have been resolved in 50 days. 

= It got complicated as it got delayed. The 
recommendations were made on 8 September 
2006 for 3G. For two years nothing happened. 
The first time we got an inkling of the govern- 
ment doing anything on 3G was in August- 
September 2008. So, I do not see how Trai can 
be blamed. The only blame that we would take 
is, we could not convince the government to 
announce the 3G rollout. 


A: In the first two years after we released 

a the recommendations, the market was 
flush with funds. New operators might have 
delayed for paucity of funds. But I do not think 
the delay was due to any pressure from any 
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BEFORE WINNING THE BEST 


COMMERCIAL VEHICLE MANUFACTURER AWARD, 
WE HAD ALREADY 


WON A MILLION HEARTS. 
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To Piaggio, the Commercial Vehicle Manufacturer of the Year Award, at the recently concluded 
NDTV Profit Car India & Bike India Awards, is a crowning testimony to its relentless efforts in providing 


5 
highly efficient, cost effective and reliable transportation solutions to its customers over the last e IAGGIO 


10 years. Piaggio’s pursuit for excellence has already made it the undisputed No.1 amongst three 





wheelers with an enviable customer base of more than seven lakhs. 
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Fast Facts 


Telecom Regulatory 
Authority of India 


Founded 
1995 


Business 
Regulating telecom 
and broadcasting 
market and players. 
Monitoring tariff 
and quality of 
service 


Headquarters 
New Delhi 


Employees 
183 


Key pending cases 
(in TDSAT against 
Trai) cable tariff; 
interconnect 
charges; and access 
deficit charges 


In Gonversation 





quarter. The delay was due to inherent 
contradictions in the 3G policy. There would be 
legal bottlenecks unless a holistic policy deci- 
sion with broadband wireless access is taken. I 
am hoping that this would be the top-most 
priority of the government after elections. 

" What about QoS? Hasn't Trai failed in 
Q m its duty to regulate the operators? 

A There are structural and legal problems. 
= Regulating 225 licencees all over the 
country, 60,000 cable operators, 6,000 MSOs, 
400 broadcasting channels is not an easy task. 
We may be blamed for not succeeding in creat- 
ing competition issues on QoS parameter; on 

tariff we cannot be since we managed to do 
that. We would require more power since Trai 
would not be able to function effectively with- 
out them. We need power to impose penalty, 
reconciliation and interconnection. All the 
three are important for Trai to manage and re- 
gulate QoS both in broadcasting and telecom. 


= operators to fix rates, where regulator 
does not put a slab or ceiling on rates) has 
brought down call rates but the industry does 
not agree. 

, It has succeeded beyond limits. It is the 

a competition that must determine the 
price. The success story is before us, average 
outgoing tariff per minute call for GSM has 
come down from Rs 1.77 per minute in 2006 
to 0.78 paise in 2008. In CDMA, it has come 
down from Rs 1.09 in 2006 to 0.61 paise in 
2008. Roaming charges have come down from 
a range of Rs 2.89-Rs 3.09 in 2006 to Rs 1 per 
minute in 2009. STD call charges during 
2006, which were in the range of Rs 3.09- 
Rs 3.99, are down to Rs 1.50 in 2009. If these 
results do not speak for themselves, only then 
should we question it. 


Q a You have claimed forbearance (to allow 


a loot consumers. Your warnings to 
operators have not made any difference yet. 
A „ Lam still trying to persuade them to 

a bring it down. Once the new incumbent 
comes and if the operators do not bring down 
the SMS rates in roaming, then they may have 
to sacrifice the privilege of forbearance that 
has been given to them as a matter of trust. 


Q a IN SMS, forbearance allows operators to 


= results for Trai? Operators manipulate 
sessions by creating a ruckus when it is 
against their interests. 

a It has to be seen as a democratic 

= process. The success of the regulator is 


Q , Do open house sessions yield any 


in not taking sides but in bringing them 
together. Open house gives us an opportunity 
to gauge the mood of the stakeholders. The 
results that come out of it is what I would call 
'optimum compromise. Open house sessions 
must continue, but the format should change 
— more interaction than monologues. 


a When would Trai start de-regulating 

= and allow market forces free play? How 
far or near are we from that situation? 

„ Trai must and will deregulate. But it 

a should happen only after there is 
stability and consolidation in the market. It 
has yet not happened in India. For example, 
the three-year lock-in period was necessitated 
to ensure that the companies that come in are 
serious players. This is also the answer for the 
broadcasting sector on freeing up pricing 
policy of channels and CAS. Now there is 
demand from the industry for fixation of price, 
excluding the broadcasters. The demands are 
changing and the deregulation should happen. 
But in India — not before 2012-13, when we 
may be able to afford to look into it. 


a There are many Trai recommendations 

= pending with the DoT and I&B Ministry. 
Should they be called achievements or 
file-pushing? 

, It is a cause of concern. Recommenda- 

a tions are no achievements unless they 
are implemented; I see them as unfinished 
tasks. For example, by not taking a decision on 
VoIP, we have lost out on technology and 
lower tariff that could not be passed on to 
the consumer. 


„ When you took charge in 2006, you 

u said, "I would need the cooperation of 
all stakeholders." Did you get it? 

„ When you test and analyse this critically, 

a what gets highlighted is the need for 
introspection by stakeholders. I did not see 
them get to the depth of sensitivity on issues 
that needed immediate attention, like roaming 
and SMS charges. Competition and market 
forces were just not happening and the 
regulator was forced to intervene. 


Q „ Gan Trai function without a bureaucrat 
= as its chairman? 
A , Anyone who is qualified should occupy 
a this post. But then he should know that 
government undertakings work in a particular 
environment. He should be aware and manage 
undefined cross currents apart from what is 
seen and known. The pressures are many and 
the authority has to come up to those. 


30 MARCH 2009 32 BUSINESSWORLD 





Committed to a healthy billion people. 
As one of India’s premier healthcare chains, Fortis strongly believes that 
healthy citizens are the greatest asset any country can have. They are the 
strong foundation on which stands the destiny of a nation. We realize this 
and commit ourselves to deliver quality healthcare to our countrymen. 


If you are healthy, no dream is too big. 
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6 HOSPITAL NETWORK IN DELHI NCR 


$i Fortis 


Fortis Healthcare Limited 
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Pioneers Challenge NI 


DST- Intel Technology Business Plan Competition 
in partnership with 
indo -US Science and Technology Forum 


if you are looking for 


e Platform to showcase your e Smart commercialization 
technology strategies 


e Guidance from experts and ® Excellent funding options 


mentors * Experience of a lifetime 


C.K. Anish & G. Rajmohan è Global business opportunities 


winners of Intel-UC Berkeley Technology Entrepreneurship Challenge 2008 


Entries invited for 


Scholar Sparks Category 


è Student team having technology ideas with potential to become big businesses 


Champion of Champions Category 


e Top three winning teams of prominent Business Plan Competition 
e Young Entrepreneurs currently incubating their companies at any Technology Business Incubators in India 


*First Prize Winner will get an opportunity to : n ! 
y First Prize Areas 


Intel - University of California, | Education 


Berkeley Technology Enterpreneurship Electronics & Communication 


Second Prize | 
Energy, Environment, 
Challenge 2009 Rs ] 00,000 Clean Technology 
| Health and Biomedical Devices 
Third Prize IT for Agriculture 


Rs. 50,000 | IT for Disabled 


For further information and competition guidelines | Manufacturing 


WWW. ndousstf. org | ® Social Sustainable Ventures 


Software and Web Services 


For program information contact : 
Indo-U.S. 


Dr. Smriti Trikha NW Science & Technology 
indo-US Science and Technology Forum EON n P Forum 


12 Hailey Road , Fulbright House, p 
New Delhi-110001 . Department of 
Science and Technology 


E-Mail: program@indousstf.org Govt. of India 
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In A League Of T 


India’s 
MOST PROMISING 
ENTREPRENEURS 


Shashin Mishra 

N.N. Sreejith 
Phanindra Sama 
Sandeep Maheshwari 


Lekh Joshi 


OU will notice something quite 

strange about entrepreneurship lists 

and entrepreneurship awards that 

are announced so regularly. By and 

large; the majority of the awards that 
claim to fete the most promising entrepreneurs 
invariably go to the people who have been in 
business for decades, and have ended up as 
pillars of their industries. Some of these people 
being awarded are indeed entrepreneurs — 
only they are being recognised when they are at 
the fag end of their careers, their businesses are 
already well-settled, and they are no longer in 
the start-up mode. 

What a pity. Entrepreneurship writing and 
awards should actually celebrate new ventures 
and new businessmen. They should feature 
people who are betting their shirts on their 
ideas, people who are trying to create new 
businesses, often with few resources, but pas- 
sionately convinced about the viability of their 
ideas. Entrepreneurship lists should be all 
about people who could end up creating whole 
new businesses and industries or those who 


could create firms that will change the existing 


rules of the industries they are getting into. 
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The problem with trying to follow that latter 
path, of course, is that it is so much easier to 
identify a winner after he has already won. 
When Infosys had become well-established, it 
was much easier to write about it. There was no 
risk involved in telling its story. It was also eas- 
ier to write about Dhirubhai Ambani once he 
had made his initial millions, and was already 
on the way to becoming a success. It was easier 
to write about Raman Roy's journey as an entre- 
preneur when he had established his company. 
It would have been immensely risky to try and 
write about any of them when their start-ups 
were two- or three-years old. One would have 
never known whether they would be in business 
five years hence. 

Despite the inherent risks involved, when BW 
decided to create its list of promising entrepre- 
neurs, it was very clear from the beginning of 
the exercise that it would choose only those who 
were in the early stages of their start-up 
process. Indeed, the basic criterion laid down 
was that BW would focus on the really early 
stage start-ups — companies and ventures that 
were less than five years into existence. We 
wanted to identify people who had the potential 


BUSINESSWORLD 


eir Own 


to be business icons 10 years down the line. We 
were perfectly aware that one or more of the 
people we would be identifying as promising 
entrepreneurs could end up going out of busi- 
ness in the next few years. We were very clear in 
our minds that in our entrepreneurship issue, 
we wanted to write about people who could be 
tomorrow’ leaders, instead of writing about en- 
trepreneurs who had already become leaders. 


The Selection Process 

We started the exercise by contacting venture 
capital firms and angel investors, and asked 
them to nominate promising entrepreneurs 
they had funded. We also put up advertisements 
calling for entries in our magazine and on our 
website. We set a few criteria for applicants. 

One, their companies needed to have sur- 
vived two years at least. Too many start-ups die 
before they reach their second birthday, and we 
did not want to consider an idea that had not 
been tested for at least some time in the market. 

Two, we kept the upper cap at five years. Our 
logic was that after five years, if the start-up was 
still facing teething troubles, it was probably 
not doing things the right way. The five-year cap 
was a subjective judgement, but we felt that the 
logic on which it was based was sound. 

Third, we mandated that the entrepreneur 
had to be below 35 years of age. Sure there are 
examples of immensely successful entrepre- 
neurs who started much later in life — Ray Kroc 
was after all 52 when he started the McDonald's 
franchising operation. But because the BW 
exercise was essentially to identify young entre- 
preneurs, we had set the age limit at 35. 

Finally, we said that people applying should 
either have started off with a brand new idea, or 
should have discovered a new niche within an 
existing market, or should have developed an 
idea which had the potential of turning upside 
down, the rules of the game in an established 
industry or market. In essence, we were looking 
for disruptive ideas. 

We got a flood of entries though not all met 
the conditions we had set. Age of the entrepre- 
neur and age ofthe start-up was much easier to 
meet than the criteria on the newness of the 
idea. Having said that, we did get some impres- 


BW celebrates five young 
entrepreneurs who could 
make it bie in the future 


sive entries from people who were pursuing 
old ideas but trying to do it better by refining the 
execution model. 

The wonderful part of this exercise was that it 
showed us how there can be new ideas in practi- 
cally every field. We got applications from hard- 
core technologists — and from people who had 
faith in the internet revolution. We also received 
entries from people focusing on the social 
sector, people who wanted to change rural eco- 
nomies, and people who just wanted to change 
the way you and I do our shopping or go about 
other activities in our daily lives. 

Some of the ideas were utopian — and some 
were practical and pedestrian. There were some 
ideas that tugged at your emotions — but which 
your rational mind dismissed as being un- 
scaleable or simply unsustainable in the long 
run. Then there were the highly prosaic ideas 
that were bound to make tons of money — 
but were simply not exciting enough. What was 
common, though, in each and every case was 
the absolute belief the entrepreneur had in his 
or her enterprise. 


Separating The Wheat From The Chaff 

At any rate, after the BW edit team had done a 
basic due diligence and short listing to cull out 
the pedestrian ideas, the really tough task was 
left to the jury — Vineet Nayar, CEO of HCL 
Technologies; Tejpreet Singh Chopra, president 
and CEO of GE India; R. Sivakumar, managing 
director, sales and marketing, of Intel India; and 
Murali Sivaraman, CEO of Philips Electronics 
India. It was the task of this quartet to choose 
the five most promising entrepreneurs. 

On a quiet Saturday morning, the re- 
doubtable foursome met with the BW team, and 
sat down to choose the best ideas from the 
shortlist. They debated and deliberated on each 
case, and finally came up with their selection. It 
was a marathon process, fuelled by coffee, dis- 
cussions on novelty of ideas, sustainability of 
business model and execution capabilities. In 
some cases, the jury called up the entrepreneurs 
and grilled them to test their conviction and 
logic. Read about how they convinced the jury 
make its final choices on page 60. 

It was an exhilarating exercise, and one that 
we will repeat every year. 
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HOW WE DID IT 


Step 1: Asked for 
nominations from VCs, 
seed funds and PE funds, 
and invited applications 


Step 2: Thirty eight 
applications entered after 
verification of the 
promoter's age, set at 
below 35 years 


Step 3: Twenty two 
applications shortlisted, 
judged on the basis of the 
power of the idea and 
execution capability 


Step 4: The members of 
the jury ranked each 
start-up, and selected 
eight in the first 
elimination round 


Step 5: After a detailed 
discussion on each 
shortlisted business, 
including conference 
calls to the respective 
promoters, the top 5 were 
finally decided 
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Tne Unwavering 


by Alokesh Bhattacharyya 


MAGINE that you, an engineer, are 

often sent out on an exciting journey by 

your employer, a power transformer 

manufacturer. You live on a trailer for 

two months — travelling at a supersonic 

20 kmph — accompanying a transformer 

to be delivered to a power grid. The trans- 

former, which could weigh 180-200 tonnes and 

cost Rs 10-12 crore, has a thick metal casing and 

delicate parts inside. “It is like our skull and 

brain,” says M.M. Goswami, additional general 

manager (design) at Powergrid Corporation of 

India (PGCIL). “Impact can hurt the innards, 

but the effects may not be visible from outside.” 

Shocks and jerks, as well as temperature, pres- 

sure and humidity levels — transformers also 

contain Nitrogen — need to be monitored. So, 

every half-hour or so, you stop to do an all- 

round check. A couple of weeks into each trip, 

you are hard pressed to stay effective, or sane. 

Now imagine there is software that — at the 

journeys end — can read data from shock 

recorders installed on the transformer and gen- 

erate alerts. Or, better still, software that moni- 

tors the transformer as the trailer snakes along, 

; and sends alarms — in the form of alerts to your 

EE d : EMEN server, website or even an sms to your mobile — 

| See allowing the maintenance squad to be ready 

with the right tools beforehand. So, you need 

See not undertake the thrilling journeys any longer. 

Who would be happier, you or your employer? 

That may be a difficult poser, but it is easy to 

ES see that this kind of software is godsend for 

» transformer makers. And developing that soft- 

ware is a bunch of tech whizkids at tiny start-up 

Masplantiz Technologies in Gurgaon, which of- 

^ ES fers the perfect example of the IIT (Indian 

Institute of Technology) graduate stereotype — — 
intelligent, quiet, hard working, not much fun. 
Four of its five equal partners — all of them are 
30 — are IIT graduates: Shashin Mishra (IIT- 
Kanpur), Pradeep Gatram (IIT-Kanpur), 
Db z Ashutosh Fonia (IIT-Delhi) and Mayank 
Y * Chauhan (IIT-Bombay). The fifth partner, 


UWAN SHARMA 
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Monitor 


Shashin Mishra 
MASPLANTIZ TECHNOLOGIES 
Incorporated: 
Capital invested: Rs 16 lakh 
Source of funds: 


Area of business: Machine-to-machine monitoring 







Key competitors: 


Atindra Chandel, is a marine engineer from 
TS Rehman institute in Mumbai. 

Starting with a meagre Rs 16 lakh scraped 
from their savings, Masplantiz got its first big 
break from Crompton Greaves. Looking for a 
company that could provide a monitoring solu- 
tion for an overseas shipping order, its internet 
searches ended with Shockwatch India, whose 
shock absorbers Masplantiz sells along with its 
software. “The transformer manufacturing 
community is a small one,” says Mishra, the 
company’s media interface. “Word got around 
and we started getting more orders.” 

Five years on, “more than 60 per cent of 
transformer manufacturers in India are our 
customers’, claims Mishra. One customer, 
Thane-based Emco, uses Masplantiz’s system to 
monitor transformers sent by sea to the US, Eu- 
rope and other areas. “Even the countries we ex- 
port to have accepted Masplantiz's system,” says 
M.L. Jain, vice-president (technology) of Emco. 
Another impressed, but still potential, cus- 
tomer is BHEL, Bhopal, which Masplantiz’s 
Chandel says has been its toughest sales call be- 
cause its staff has resisted dumping the current 
manual checking system. “Once resistance from 
our staff is overcome, the electronic system will 
become more useful than the manual system," 
says Sarvesh Chaturvedi, additional general 
manager (transformers) at BHEL Bhopal. 

Masplantiz is banking on a decision by 
PGCIL to make electronic monitoring of trans- 
former shipments mandatory in its tenders. “A 
mechanical system tells us only of the impact, 
not the duration of the impact, explains 
PGCIL's Goswami. He, however, clarifies that 
PGCIL has not mandated Masplantiz or any 


other company as the vendor of choice. 

In January 2008, Masplantiz launched its 
own software product, Mimtis, which offers 
both offline and online remote monitoring 
(monitoring in transit). Companies that buy 
Mimtis will pay an initial licence fee, and an an- 
nual renewal fee. Masplantiz will also give them 
all new releases of the software for free, to avoid 
tedious maintenance work on different versions 
ofthe same software. Currently, the company is 
attempting to sell the software to two industries 
— power and wind energy. And later to two 
more industries: material handling, and power 
transmission and distribution where *our prod- 
uct will be part ofthe smart grid", says Mishra. 

A successful offline monitoring job at Suzlon 
has got the energy major interested in the on- 
line version. “We are yet to test it on site, but we - 
have successfully done a mock test in our Pune 
office,” says A.M. Senthil Kumar, senior engi- 
neer at the tests and measurements group. The 
onsite test — to monitor generator shaft dis- 
placement of wind turbines — is scheduled for 
end-April, when the winds are at their fiercest. 
The magnitude of the turbine' vibration can 
also be monitored. 

Masplantiz’s system though is still rudimen- 
tary. Today, machine-to-machine remote moni- 
toring encompasses a vast array of industries, 
including power generation, telecom towers 
and networks, nuclear power plants, etc. 
Mishra says Masplantiz has plans for other ar- 
eas, but not now. "We plan to get into power 
generation, but we want to start off with small 
captive power plants of companies,” he says. 
"We are not targeting telecom towers in the next 
two years, but that might change.” The firm is 
now looking for venture capital (VC) funding; 
talks have been held with some VC companies, 
but nothing has been firmed up yet. 

Masplantiz needs scale. To do that, it needs to 
move up the value ladder, and also perhaps look 
to buy out divisions of large engineering firms 
that do this on the side. Mishra and his col- 
leagues need to move quickly; already, another 
start-up, Bangalore-based ConnectM, has 
managed funding from Sasken Communica- 
tions and IDG Ventures, and offers similar 
monitoring technologies across industries such 
as transportation, oil and gas, and healthcare. 

D.P. Rao, ex-professor of chemical engineer- 
ing at IIT-Kanpur, fondly remembers Mishra as 
a student whose team came a creditable second 
in a project to *design an oxygen collection sys- 
tem for a hypersonic re-entry vehicle". This 
time, though, Mishra, and Masplantiz, would 
not want to settle for second place. 
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INDIA’S MOST PROMISING 
ENTREPRENEURS I no. 2 


pinning Rural: 


by Lalitha Sridhar 








HE heat rises as the bustle of 
Madurai gives way to arid flat- 
lands on both sides of the rain- 


fed but currently dry Vaigai river. 

In a shed off the main street at 

Melakkal village about 10 km 

from the temple town, tradi- 

tional agriculturist Murugesan and his wife 

Malarkodi supervise 24 local women as they 

wet, separate, twine and spin nearly 5,000 me- 

tres of two-ply banana fibre rope every day for 

ROPE (Rural Opportunities Production Enter- 

prise) International, the company founded by 
31-year-old N.N. Sreejith. 

The banana fibre rope being made in 
Melakkal and T. Kaluppatti, another village 35 
km away, will be used for making products such 
as packing bags that ROPE is sub-supplying to 


N 


global furniture maker IKEA. Other clients 
include FabIndia, Mihika, Industree, AIIMS, 
IIT-Madras and overseas trading houses. 

Sreejith, an MBA who was previously work- 
ing for a micro-finance organisation, has cre- 
ated a network of such rural production centres 
in villages near Madurai, Theni, Erode, Thiru- 
valluvar and Thanjavur in Tamil Nadu. Here, 
indigenous artisans use locally available and 
environment-friendly natural materials such as 
banana fibre, elephant grass, korai and sisal 
(types of reed) to hand-craft customer-specific 
corporate gift items and lifestyle products. 

“The whole idea started based on the premise 
that while the skills and raw materials of rural 
craft workers have universal appeal, their prod- 
ucts have lower and lower demand with every 
passing day,” says Sreejith. “So, we have tried to 
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ROPE’s N.N. Sreejith brings out the 
best of rural enterprise by providing 
villages a link to global markets 


Profits 





ROPE (RURAL OPPORTUNITIES PRODUCTION ENTP.) 






Incorporated: 
Capital invested: Rs 77 lakh 


Source of funds: 





Rs 5 lakh 
Rs 12 lakh 
Rs 30 lakh 
Rs 30 lakh 


Area of business: Rural manufacturing 


Key competitors: 


use ICT imaginatively to achieve optimal vol- 
umes, particularly in view of the higher costs of 
managing a distributed workforce and supply 
chain, to bridge the gap between rural enter- 
prise and the global market.” 


Social Enterprise For Profit 

“Corporate houses can get eco-friendly, ethi- 
cally produced bespoke products of good qual- 
ity from ROPE, which is a huge advantage for 
them,’ says Ashok Jhunjhunwala, professor, 
Department of Electrical Engineering, and 
chairman, RTBI (Rural Technology and Busi- 
ness Incubator), IIT-M, of which ROPE is an 
incubated company. 

Sreejith is aiming for Rs 10 crore in revenue 
by 2012, and 10 times as much by 2020. “I feel 
there are numerous opportunities for start-up 
funding now in India,” he says. “In fact, many 
times the issue is of choosing the right investor.” 

He appears to have coped well. “We are very 
appreciative of Sreejith’s efforts in communicat- 
ing our specifications to the workers cutting the 
fibre, and in meeting other challenges in pack- 
aging and fumigation,” says Barbara Miller, 
president, C. Withington Inc., a New York-based 
import and trading firm, and a ROPE client. 

Meanwhile, in January this year, FabIndia 
placed its first order for floor coverings, table 
mats and runners with ROPE. “Given the 
unique array of natural fibre products that they 
offer, I feel there is significant potential to de- 


velop a whole range of lifestyle accessories with 
ROPE,’ says Shilpa Sharma, head, product de- 
velopment and buying, FabIndia Overseas. 


Knotty Problems 

ROPE' product range and pricing reflects its 
leaning towards fair trade and ethical produc- 
tion. In particular, it is well placed to supply to 
companies that are committed to the growing 
global demand for environment-friendly prod- 
ucts with eco-compliant packaging. ROPE is 
ready for IKEA’s I-Way audit, which calls for 
worker-friendly human resource practices, and 
has applied for the well-recognised Craftmark 
certification for artisanal products. 

But despite these calculations, maintaining 
supply lines has proved difficult. ROPE' first 
major order to provide 100,000 bags, priced at 
Rs 16, by mid-April, to Tuticorin-based Ramesh 
Flowers, an IKEA supplier and India's leading 
player in the natural botanicals sector (dry 
flowers, pot pourri), has been delayed by the 
shortage of banana fibre rope. 

"ROPE has cited difficulties in procuring raw 
materials, and we now hope to get only 30,000 
bags by end-April,” says Amit Lodha, director, 
sales, Ramesh Flowers. “We are disappointed, 
but we hope he will be able to scale up by then.” 

Scaling up is essential, but order-driven. Ear- 
lier, ROPE’s lower volumes enabled it to out- 
source work and procure raw material from ru- 
ral entrepreneurs. "The IKEA sub-supplier 
order is our first major order,’ says S. Giridha- 
ran, senior manager, production, ROPE. “We 
needed to scale up by about 10 times in terms of 
raw material sourcing alone. Also, we had to set 
up our first job work unit.” If the order is suc- 
cessfully executed, Ramesh Flowers has evinced 
interest in procuring 500,000 bags annually. 

Even as he races to expand overnight, 
Sreejith nurtures other plans to diversify into 
textiles and apparel using the same model. 

"The craft sector in India remains in its in- 
fancy, depending significantly upon state and 
other external support; says Aarti Kawlra, con- 
sultant, RTBI, IIT-M. *ROPE offers efficiencies 
and risk distribution in craft production at a 
level that could not be imagined before.” 
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Smooth Journey, 


by Dhanya Krishnakumar 





GIREESH ¢ 


HE seed of the redBus idea was 
sown on Diwali, four years ago, 
when Phanindra (Phani) Sama, 
then a techie at Texas Instru- 
ments, desperate to buy a bus 
ticket to his hometown Hyder- 
abad from Bangalore was turned 
down bj every bus agent. Sama figured there 
was an immediate and glaring need to provide 
consumers the convenience of booking a ticket 
on the internet. The objective was two-fold — to 
ensure that bus travellers do not have to leave 
the confines of their comforts to book and get 
tickets when they need them the most. 

As Phani explains, "Your travel agent may say 
that the last bus for Hyderabad is at 8 pm, be- 








cause that is the last bus of the operator he has 
tied up with. That does not mean there is no bus 
for the same destination at 10 or 11 pm from an- 
other operator... my two friends and I realised 
(the need) to build a software that aggregates all 
the tickets to a particular destination. And since 
not every bus operator can build his own IT sys- 
tem... we decided we would do it for them.” 

On redBus, customers can take a look at 
availability across operators and book tickets 
across state lines. They can even book return 
bus tickets — something unheard of earlier. 

"We even give a layout of the bus seats. And if 


you want a return ticket from the present desti- 


nation, we update our inventory online at the fi- 
nal destination and you can get your ticket," 
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Aggregating online bookings for bus 
tickets across the country has 
provided great value to bus travellers 
as well as redBus’s Phanindra Sama 


“So Far 


a 
Phani 
Incorporated: 
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says Phani. The company has tied up with 450 
bus operators in 15 states across India, includ- 
ing market leaders such as VRL Vijayanand 
Travels, Raj Travels and Parveen Travels. 

Phani's attempt was to find a solution that 
would help the operators, the agents and the 
customers all at once. But most operators and 
agents were not tech-savvy, and selling software 
to them was not easy — redBus had to train 
them. Another challenge was to reach the non- 
English speaking population and those without 
internet access. RedBus launched services such 
as mobile-based bookings, made possible 
through tie-ups with mChek and ngPay, and 
seven call centres across India with a staff well- 
versed in English as well as local languages. 
Travellers can also book redBus tickets at over 
75,000 outlets, including those of Thomas 
Cook, post offices, Bangalore One and Sify. 

While 60 per cent of the company's overall 
bookings happen online, another 30 per cent 
come through its call centres, and the remain- 
ing 10 per cent through its channels. The 
redBus technology also powers sites such as 
Makemytrip.com and Yatra.com, and adds to 
their overall bookings. 

Says Prabhu Salageri, vice-president of 
Vijayanand Travels and VRL Logistics, the 
market leader in Karnataka and Maharashtra, 
"We entered into a tie-up with redBus about a 
year ago. Now tickets for all routes on our fleet 
of 200 buses are available on redBus. Though 
we have some other online partners such as 
Ticketvala.com and Ticketgoose.com, it is 
redBus that has been most satisfactory." 

Adds Subhash Jaweria, managing director of 
Done Card Utility, whose 15,000 travel agents 


across India work on the redBus platform, *We 
entered into this arrangement with redBus 
about two years ago. We were not doing bus 
tickets until then. But after using redBus, we 
have had a very good response... we work on a 
commission basis." 

In 2007-08, redBus managed only about 
300-400 bookings per day at an average price 
of Rs 500 per ticket. That number has increased 
to 2,000 today. According to Bharati Jacob, 
partner at Seed Fund, which has invested over 
$1 million in the company, *It was very interest- 
ing since this was a game-changing idea. Until 
redBus, this space was an unchartered and un- 
known territory. And since we have pumped in 
money, the company has grown almost 100 per 
cent. We are extremely bullish about them." 
She adds that competition — referring to 
Ticketvala.com and Ticketgoose.com — is actu- 
ally healthy for redBus, and so far the company 
is ahead of its competitors. 

In an attempt to remain innovative and 
engage with its customers, redBus has now 
started customer reviews to allow them to rate 
the bus service they have used. *The idea is to 
allow customers to see what they are choosing. 
We are also sending the reviews back to the 
operators, so they can work on changing things. 
Unfortunately, that is still some time away," 
rues Phani. 

And the proof of the pudding came in March 
this year when redBus became the second 
Indian company chosen by New York-based 
Endeavor's international selection panel as 
one of the four Endeavor Entrepreneurs. 
Endeavor focuses on what they call High 
Impact Entrepreneurs (HIEs) or entrepreneurs 
with the biggest ideas, the most ambitious 
plans, and the largest social, economic and 
environmental impact. 

According to industry experts, bus travel is a 
Rs 15,000-crore business annually in south 
India and Maharashtra alone. With the internet 
becoming the preferred medium, they expect 
more than 50 per cent of the bookings to hap- 
pen online by 2010. RedBus is set to get a large 
slice of this huge pie. 
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Clicking On Ad. 


by Binu Kwatra 


ILL the 1980s, the idea of foreign 
faces endorsing Indian products 
was not frowned upon; it was, in 
fact, considered elitist. But then 
things began to change. MTV 
and McDonald's were forced to 
turn their menus desi, and Coke's 
tag lines were written in Hindi as Bunty, Lucky 
and Happy replaced Tom, Dick and Harry in 
the minds ofthe burgeoning middle class. 

It was around the middle of this decade that 
Sandeep Maheshwari, then a freelance photog- 
rapher who had done a lot of portfolios for mod- 
els and had friends in the ad world, was often 
checked out by advertisers who wanted to buy 
stocked Indian images. He was quick to take the 
cue. After some initial research, he realised 
that commercial stock photography, which was 
a $1.5-billion industry globally, was virtually 
absent in India. He decided to fill the gap. 

Three years ago, Maheshwari's company 


Mash Audio Visuals (which was incorporated in 
2003), launched Imagesbazaar.com, perhaps 
the country’s first website that has a ready-to- 
use stock of photographs for the advertising in- 
dustry. Today, Maheshwari and his team of five 
in-house, full-time photographers have created 
a 600,000-strong photo bank with pictures 
across hundreds of categories such as fashion, 
business, health and fitness and Indian culture. 
"More than 1,200 brands, including Airtel, 
ICICI Bank, Jet Airways, Tata Indicom and 
Ranbaxy use our pictures for their advertise- 
ments,” says Maheshwari. 

And why not? “We save 50 per cent of the 
cost,” says Ashish Rehi, who heads Delhi-based 
Crayons Advertising, which regularly buys pic- 
tures from Imagesbazaar. Advertising agencies 
say a customised shoot for a single advertise- 
ment — which can entail shooting pictures 
over three to four days — can cost between 
Rs 30,000 and Rs 50,000. A readymade image 





Not only was Sandeep Maheshwari 
quick to identify the felt need in stock . 
photography, he also tied up with 
competition to strengthen his business 


‘Factor 


from Imagesbazaar, on the other hand, can be 
bought for as low as Rs 10,000. 

How does Maheshwari swing it? Though 
Imagesbazaar spends a whopping Rs 1.5-2 lakh 
on a single shoot of 30-40 pictures, “sometimes 
we end up making money from just 10 per cent 
of the stock, of which some pictures are even 
sold 10 times”, explains Maheshwari. So, the 
cost advantage comes from selling some of the 
coveted photographs many times over, thanks 
to clients who, according to him, do not insist 
much on exclusivity. “Sometime ago, ICICI 
Bank and HDFC Bank used the same image for 
their campaigns, but the campaigns ended up 
looking very different because of the colour 
scheme and the design,” he says. 

If two leading bank brands could get away 
with such an overlap, it is hardly surprising that 
90 per cent of the pictures Imagesbazaar sells 
are non-exclusive. Those who buy exclusive 
rights — ICICI Bank and Aptech are among the 
few who have recently bought such rights for 
their campaigns — generally use the images for 
360-degree campaigns, and end up paying as 
much as Rs 48,000 per photo sometimes. 
Sources in the ad industry say this high price of 
exclusivity is a bit of a grey area in an otherwise 
smooth Imagesbazaar business model. 

But as far as the quality is concerned, 
Maheshvwari's clients are a happy lot. “In terms 
of Indian images, it is better than Getty Images,” 
says Ajmer Pratap Singh, brand design director 


at RK Swamy BBDO. 


After three years in the business, Mash 
Audio Visuals has no serious competition, de- 
spite there being no perceptible entry barriers 


Sandeep Maheshwari - 
Incorporated: 


Capital invested: Rs 1 lakh 


Area of business: Stock photography for 





to his kind of enterprise. International com- 
mercial stock photography websites such as 
Getty Images and Corbis have very few Indian 
pictures. Indian websites — Visage, India- 
Picture and Dinodia — mainly cater to the 
demand for editorial images. 

One reason for Imagesbazaar being virtually 
the sole big player in the arena could be that 
Maheshwari has kept a hawk's eye on emerging 
competitors. Imagesbazaar struck a 50-50 rev- 
enue-sharing deal with the only other commer- 
cial images website in India, PhotosIndia, 
started by Delhi-based Manav Lohia and Amit 
Narain, in December 2007. Now, PhotosIndia's 
pictures are distributed by the website. Images- 
bazaar also has a similar arrangement with 
Pictureindia, owned by Singapore-based Asia 
Images Group, which has a huge bank of pic- 
tures of Indian models in exotic locales. 

Connecting with competition is one thing, 
but Maheshwari's obsession with links goes be- 
yond this. His Web team has devised a the- 
saurus system that, according to him, links 
every picture on Imagesbazaar to about a thou- 
sand keywords. A BW search on the website 
yielded relevant results for most simple key- 
words, but slipped when words such as suave 
and savvy were entered. Not too savvy after all! 

Being on the right side of 30, Maheshwari 
can hardly be expected to be content with the 
scale of his venture. He now plans to connect 
with photographers across the globe with Shot 
India, a website to be launched within the next 
two months that will feature all kinds of images. 
Photographers anywhere on the globe would be 
able to upload their pictures, which will then be 
sold by Mash. The company will pay 50 per cent 
of the sales proceeds to the photographers who 
will continue to own copyrights. “We will con- 
sider pictures even if they have been taken with 
a 6-megapixel camera, says Maheshwari. 
"Right now, we do not accept anything less than 
12 megapixel.” Mash will, of course, reserve the 
right to reject photographs. 

A labour of love — that is what the Images- 
bazaar team calls the enterprise. And this 
labour of love pays rich dividends. 
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it's one word. just one tiny, two-letter word that makes amazing things happen. go sends 
us Out in search of a new recipe, or Cuisine. go is the reason we have words like foodie 
and gourmet. go takes us to our favourite restaurant every weekend. 
or the chaat stall every weekday. go looks at a jumbo veg-thaali 
and says ‘yes’. go takes us wine tasting. go Is the reason you can 





have your cake and eat it too. go Says go on, take another helping. 





VISA 





more people around the world go with Visa. 
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ITH a name like Mango, 
can satisfaction be far 
behind? Bangalore-based 
Mango Technologies, 
brainchild of techies Lekh 
Joshi and Sunil Mahesh- 
wari, has set out to pro- 
vide the features of an iPhone in humble 
handsets at the bottom-of-the-pyramid, where 
lies — Joshi and Maheshwari believe — the 4 
future of telecommunication. 

To conquer it, Mango has designed an appli- 
cation framework with smaller modules that 
can perform despite the constraints of inexpen- 
sive handsets, which are otherwise limited by 
their lower processing capability, memory, 
screen size and data download speeds. The 
company claims the size of its solution is one- 
twelfth the size of existing solutions that offer 
comparable features. "For example, with our 
software, it will be possible to play music and a 
game on a lower-end phone simultaneously, 
without the performance of either being im- 
pacted," says Joshi, who is also Mango's chief 
technology officer. 

Its application framework also comes with a 
designer tool and a phone simulator, which al- 
lows handset makers to perform more than 80 
per cent of their user-interface (UI) develop- 
ment on a personal computer. “Mango offers us 
an excellent UI framework for low-end phones,” 
says Thiagarajan Rajagopalan, director of busi- 
ness development at Qualcomm India. *This 
was available only in high-end phones till a few 
years ago. Their code is very efficient — they 
use very little memory, which is helpful to hand- 
set manufacturers." 

Joshi says his design tools reduce cost and 
time-to-market to less than three months. Sim- 
ply put, with the Mango platform, a handset 
maker can tweak his design to suit his market, 
optimise it onto the chipset and, within a few 
weeks, his product is ready to hit the shelves. 

“All you need to design a phone now is a lap- 
top,” says Joshi. “You can even redesign a phone 
in minutes. While designing these tools, we ad- 
dressed those activities that eat up maximum 
time during the phone development cycle — 
such as adapting to changes in screen sizes, 
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Can't afford an iPhone? Mango's Lekh Joshi promises a mobile 
software that will provide high-end features for low-end phones 


Lekh Joshi . |. 
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Incorporated: 


Capital invested: Less than Rs 1 crore 






Source of funds: 


Area of business: Mobile phone software, terminal 
devices software 


Key competitors: 


languages, geographies, niche market needs 
and operator requirements.” 

Mangos platform supports 11 Indian lan- 
guages, besides Chinese. “One phone with six- 
seven languages would take care of the entire 
population of India, and help to sell in rural and 
semi-urban markets, says Rajagopalan of 
Qualcomm, which suggested the idea when it 
was working on a chipset with Mango. 


A Quiet Harvest 

Mango is hush-hush about its first product, set 
to reach the Chinese market in April-May this 
year. It will be launched on its own platform in 
collaboration with China Telecom. The com- 
pany has also been looking for partners to help 
deliver localised phone software in other Asian 
markets and in Latin America. 

Meanwhile, a game engine has been sold to 
Samsung, which helped Mango make some 
money. Started in July 2006 with savings of 
Rs 10-12 lakh from the promoters, their family 
and friends, and a minimal round of funding 
from Ojas Ventures, Mango needs more to keep 
operations running, but is yet to approach any- 
one. The 35-member team, which includes a 
design section, is bullish and hopes to turn 
Mango into a Rs 500-crore company by 2013. 

Mango is also working with an as-yet-undis- 
closed CDMA handset maker in India, with 
whom it plans to launch its first product in the 


country by July-August this year. Talks are also 
on with one of India’s leading telecom service 
providers to incorporate innovative services on 
its software platform. 

Mango's major clients, Qualcomm and (till 
recently) Texas Instruments India (TI), and 
original equipment manufacturers such as 
Motorola vouch for its business strategy, prod- 
ucts and approach to market. While finding 
support from well-established brands such as 
Qualcomm and TI has been encouraging, the 
road thus far has not been smooth. 

“We have faced, and are still facing, chal- 
lenges: convincing people to dream along with 
us, convincing our partners to license their mo- 
bile hardware platforms for development and 
testing by us, and convincing investors to pay 
for the evaluation licence so that we can con- 
tinue working,” says co-founder Maheshwari. 

Joshi says Mango’s product architecture is 
very flexible, and can fit into a variety of devices. 
“We are discussing with them to see if their 
product can be re-purposed for other non- 
mobile phone products,” says Jithu Nirutham- 
bath, director of wireless business development 
at TI India, which does not have any relation- 
ship with Mango after its Locosto project for 
middle and low-end phones, as it is exiting the 
low-end mobile phone market. 

But, Niruthambath feels, Mango, which al- 
ways goes into the market with a semiconduc- 
tor partner, is on the right track. “It is a good 
strategy, since it is not easy for a small firm to 
have sales reach in a developing market, which 
a semiconductor player would have,” says 
Niruthambath. But, “Mango should be very 
nimble in the market since there would be pres- 
sure on margins sooner than later.” 

As for the name, “Though many people and 
investors suggested changing the name, the fact 
is that Mango has bells ringing immediately,” 
says Joshi. And mouths watering? 
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INDIA'S MOST PROMISI 
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winikumar Naik 


N the process of selecting the five most 

promising entrepreneurs, some early 

favourites inevitably fell by the wayside. 

These were people who had made the first 

shortlist because they had either interest- 
ing ideas or seemed to be getting their execu- 
tion act perfectly well. However, when all the 
different parameters were considered, they got 
edged out by the final five. Though they failed to 
make the final cut, there were four companies 
and entrepreneurs that we thought were inter- 
esting enough to mention here. 


Vaatsalya Healthcare Solutions 

Set up by two young doctors who have returned 
from the US with a dream of providing afford- 
able healthcare, Vaatsalya is hoping to meet a 





great medical need in the smaller towns — and 
make money in the process. The essential idea 
is simple enough. Vaatsalya plans to set up 50- 
bed hospitals in towns with 200,000 popula- 
tion or thereabouts. It plans to provide some 
basic surgical services and also general medical 
services. The prices will be fairly low — to 
attract the kind of clientele that cannot afford to 
go to a bigger corporate hospital such as 
Fortis or Apollo, but which also does not want 
to use the overcrowded and basic government 
facilities on offer. 

The basic assumption Dr Veerendra Hire- 


m 
2 
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The Next-Best » 


math and Dr Ashwinikumar Naik, the co- 
founders, are making is that these people are 
willing to pay some amount for the convenience 
and guarantee of better medical facilities. So 
far, the two have raised quite a sum of money — 
Rs 27.5 crore — and have taken over six hospi- 
tals in Karnataka. But they are bleeding money, 
and that was what finally went against them. 
The big question mark was whether they can 
actually sustain this business and whether they 
can scale up. If they can, of course, they will 
have created not just a decent business, but one 
that helps the country’s healthcare needs. 


BrainMatics Solutions 

In the initial shortlisting process, BrainMatics 
made the cut because it was again trying to pro- 
vide a solution that is desperately needed, but 
not always available, to businesses in India. Set 
up by a group of five — some engineers, others 
mathematicians or management graduates — 
BrainMatics uses quantitative techniques to 
provide risk-management solutions. At the mo- 
ment, it offers several services ranging from 
customer retention management in the retail 
industry space to stress testing of investment 
portfolios. One reason that BrainMatics did not 
make the final shortlist was that it was prima- 
rily structured as a consultancy. That apart, 
there were worries whether the idea itself was 
really novel — there are a number of other firms 







BrainMatics’s 
products and 
business head 
Sharad Singh 
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SUBHABRATA DAS 


Four entrepreneurs who did not make 
it to the final list, but deserve mention 
because of their interesting concepts 


-Ideas 


that do offer quantitative solutions. Despite not 
making the final cut though, BrainMatics is a 
company worth keeping an eye on. 


CarWale 
It is hard to dismiss CarWale.com as just an- 
other automobiles portal vying for the car 
hunter's attention, even though that may be 
your first impression on visiting the website. It 
may have started out as just another automobile 
website, but has quickly matured into hand- 
holding the potential buyers through the re- 
search on cars, their prices and features till de- 
livering a test ride, getting a competitive quote 
from the dealers and getting online loan ap- 
provals, all from the comfort of his home. 
Monetising this capability, though, is Car- 
Wales biggest challenge right now. The site has 
a few more USPs. It offers onroad price ofa car 
in over 300 cities and offers over 400,000 
pages of car research. CarWale promoters, in- 


CareWale’s 
Mohit Dubey 





cluding CEO Mohit Dubey, were among the few 
serial entrepreneurs shortlisted by the jury. 
Their first venture in telemedicine and e-gover- 
nance in 2003 failed because of their inability 
to scale up and create a sustainable business 
model. The promoters have tried to overcome 
that constraint by backing up CarWale with 
nearly Rs 5 crore of funding from friends, fam- 
ily, angel investors and VC firms. While 
telemedicine never took off, the e-governance 
business could not mature even though they did 
a few projects in central India. The promoters 
believe that the most significant learning from 
the failure was: focus on just one domain. 


SUBHABRATA DAS 


Printo 

Bangalore-headquartered online and retail 
printing chain Printo may seem like it is aping 
rivals such as the US-based Staples that offer 
personalised and quick printing solutions, but 
promoter Lalana Zaveri, it seems, has different 
ideas. Not only is Printo planning to go mass 





with 250-plus stores, it also offers the widest 
portfolio of printing options ranging from busi- 
ness (business cards, letterheads. pamphlets, 
certificates or conference kits) — to personal 
(personalised photo calendars and diaries. 
photo T-shirts and mugs, personalised invites. 
personalised greeting cards, photo cards, book- 
marks, keychains and coasters), 

Though firms such as Snapfish offer person- 
alised printing through orders placed on Snap- 
fish.com, Printo is among the few that offer 
print-on-demand for the entire range. More 
importantly, it offers these services in the neigh- 
bourhood so that people can walk in with a re- 
quest and walk out with their products. Online 
print orders may take between two-five days for 
delivery. Since it launched with its first store at 
Koramangala in Bangalore in 2006, Printo has 
grown into an 11-store organisation. A funding 
of over Rs 5 crore through a network of Zaveri's 
friends, family, angel investors and venture cap- 
ital firms have ensured that Printo can continue 


to expand its network. 
— Team BW 
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INDIA’S MOST PROMISI 
ENTREPRENEURS 





by Mahul Brahma 


GROWING APPETITE: 
Nevil Timbadia 
launched the Bonobo 
Bar Love Food in 
December 2008, 

when the slowdown 
had already set in 


F the economic scenario does not appear 
auspicious, look again. Partho Dasgupta 
did. When the former chief executive 
officer of Future Media decided to 
quit his job and start Aurora Comms, a 
media company, in January 2009, he 

* was banking on what everybody fears: 
the global slowdown. 

"During boom time, everyone is on a 
high horse,” Dasgupta says. “This [the slow- 
down] is the time when you can redefine 
business relationships and get the best deals. 
Clients have started to look beyond the top guns, 
so new companies have an edge, and we can of- 
fer better deals.” | 

Shailendra Kumar, author of Gold: God's 
Own Country, also used the recession to his ad- 
vantage by starting the Commodity Research 
Group, which prepares research reports on in- 
vestments in precious metals. “I believed that 
this recession would bring a boom for precious 
metals like gold,” says Kumar. “I was right.” 

Similarly, Nevil, Parth, Sahil, Karna and 
Anup, five friends in their 20s, launched the 





NG J opportunity 





The Silver Lining 


An economic slowdown 
Is a good time for 
wannabe entrepreneurs 
to take the plunge 


Bonobo Bar Love Food, a high-end resto-bar in 
Mumbai's Bandra, in December 2008. Part of 
their fund raising was done during the reces- 
sion, which was tough. But, “other existing play- 
ers compare things with a year ago and feel they 
are slow now’, says Nevil Timbadia. “But we feel 
good. When the economy picks up, things can 
only get better.” 

In fact, “recession has helped me market my 
brand better as competitors are not making 
much noise now, says haute jewellery designer 
Varuna D. Jani, who started her first exclusive 
store, also in Bandra, in January 2009, despite 
the lull in the luxury segment. 
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“This is the best time for start-ups to make an 
easy entry and gain a greater market share,” 
concurs John W. Mullins, author of the New 
Business Road Test and professor, entrepre- 
neurship, London Business School. “A new 
company can use the stability resulting from the 
downturn to its advantage. When things look 
up, there is a chance that this company can be 
the lone remaining big player in its market.” 


It Is Up To You 
In an employment climate that makes a secure 
job an oxymoron, inhibitions restraining risk- 
taking and failure are no longer a deterrent. Al- 
ready, student members in the entrepreneur- 
ship cells or e-cells of the National 
Entrepreneurship Network (NEN) have in- 
creased from 45,100 in the last fiscal to 71,901 
this year. *My only fear is that students should 
not take up entrepreneurship because place- 
ments are bad,” says NEN executive director 
Laura Parkin. "They should only take the 
plunge when they are passionate about it." 
Indeed, the lack of a legacy can be an advan- 
tage. Back in 2000, CustomerAsset.com 
was catering to back-end operations for IT 
start-ups in the Silicon Valley. In the bust that 
followed, most of its clients shut shop. K. 
Ganesh, then founder and now chief of e-learn- 
ing company TutorVista, decided to provide 
voice-based call centre services to established 
companies, which meant huge investments in 
infrastructure, higher capex and a mature sales 
force. This complete and successful change was 


possible because the company was still young. 
“Had I been 4-5 years into servicing the start- 
ups, I would have had to close CustomerAsset,” 
says Ganesh. 

"People are smart enough to look through 
the recession and identify opportunities,” says 
Shanghai-based Rama Velamuri, associate 
professor at the China Europe International 
Business School (CEIBS). *This is a time 
when you get affordable talent with reasonable 
salary expectations." 

Hyderabad-based e-brand merchandising 
company eYantra was born during the crash of 
2000, but it managed to grow 314 per cent in 
2001-02. “The biggest advantage I had was that 
I had a very good team with almost zero attri- 
tion,” says founder Phani N. Raj. “Employees 
became accommodating and were willing to 
put in long hours.” 

Moreover, "entrepreneurs are able to 
cut down significant costs in real estate", says 
Rajiv Singh, CEO of Mumbai-based Team 
India Managers (TIM), which buys franchises 
of different companies such as Spykar, Dosa 
Plaza and Avalon, to partner with entrepre- 
neurs. In recent months, there has been a 
steady rise in the number of entrepreneurs 
working with TIM. 

Also, in good times, VCs get higher returns by 
investing in the market rather than in start-ups. 
Unlike in the US, in India, there is no mandate 
to make VCs stick to their portfolio and invest 
only in start-ups. *But now, with the markets 
down, some money is actually flowing into 
funding new ventures,’ says Anil Gupta, profes- 
sor of entrepreneurship, ITM-Ahmedabad. 

While capital-intensive models should 
be avoided, new services — that help other 
enterprises reduce costs by lowering energy 
consumption and improving  logistical 
efficiency — are likely to fare better. “In this 
kind of ‘lateral VC’, one enterprise providing 
services or materials can hold equity and, there- 
fore, will not only provide the service, but also 
extend its social capital and network to the 
client,’ says Gupta. 

And, “companies that have control over ac- 
cess to customers will flourish’, says T. Murali- 
dharan, chairman of TMI, a Hyderabad-based 
talent management company. “This is the time 
for partnerships.” 

“One [more] advantage a new entrant has is 
that incumbents are likely to be distracted in 
fighting fires,” says Sridhar Iyengar, a US-based 
mentor and angel investor. “This may allow a 
newcomer to build his business outside the 
glare of competition.” And shine. 
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SHINING THROUGH: 
Varuna D. Jani opened 
her first jewellery store 
in January, and says it 
has been easier to 
market her brand 





INDIA'S MOST PROMISI 
ENTREPRENEURS 


"5 [funding 


Money Matters 


by Dhanya Krishnakumar 


The funding ecosystem has improved, 
but the slowdown has taken a toll 


LIQUID SUPPLY 


Top private equity investments in India in 2008" 


Company 


ADITYA BIRLA TELECOM 


Sector 


MOBILE SERVICES 
Amount $640 MN 


Investor 


PROVIDENCE 


Company 
INDIABULLS POWER 


Sector 


POWER 

Amount $395 MN 
Investor 

FARALLON CAPITAL, 
L.N. MITTAL 


Company 
CAIRN INDIA 
Sector 


OIL & GAS EXPLORATION 


Amount $218 MN 


Investor 


ORIENT GLOBAL 


Company BHARTI INFRATEL 
Sector TELECOM INFRASTRUCTURE 


Amount $250 MN 
Investor KOHLBERG KRAVIS & ROBERTS 


Company 
CAFE COFFEE DAY 


Sector 


COFFEE CHAIN 


Amount 


$250 mn 


Investor 


JPMORGAN 








AKEMYTRIP.COM and 
TravelGuru, almost hou- 
sehold names today may 
have just remained great 
ideas on paper had it not 
been for the right kind of 
funding at the right time. 
MakeMyTrip.com, started by Deep Kalra in 
2000, managed to get $2 million in venture 
capital (VC) funding from eVentures. Travel- 
Guru got the moolah in 2006 — $15 million 
from Battery Ventures and Sequoia Capital. 

VC funds, seed funds, angel and private eq- 
uity (PE) funding have long taken over what 
was once done by financial institutions such as 
IDBI, ICICI and state financial corporations. 
Explains Sanjay Anandaram, co-founder of 
JumpStartUp Venture Fund: “The funding situ- 
ation has dramatically changed for the better in 
the past five years. It can only get better and it is.” 

Laura A. Parkin, executive director of Na- 
tional Entrepreneurship Network (NEN) & 
Wadhwani Foundation, adds, “In the past few 
vears we have also seen an emergence of home- 
grown firms such as Helion, which have added 
to the existing ecosystem." 

VC financing really started in India in 1988 
with the formation of Technology Development 
and Information Company of India (TDICI) — 
promoted by ICICI and UTI. The first private 
VC fund, Credit Capital Venture Fund, was 
sponsored by Credit Capital Finance Corpora- 
tion (CFC) and promoted by Bank of India, 
Asian Development Bank and the Common- 
wealth Development Corporation. 

The second phase between 1995 and 1999 at- 
tracted many foreign institutional investors to 
set up VC funds, such as Baring Private Equity 
Partners in 1998, but this interest waned during 
2000-03 when the Nasdaq index crashed. In 
2004, when the Indian economy got on to the 7- 
8 per cent growth trajectory, the number of 
funds mushroomed once again with 86 funds set 
up in that year itself. The momentum was kept 
up after that with homegrown firms such as He- 
lion Venture Partners beginning operations. 

Angel and seed investors arrived on the scene 
around 2000. Seed investments however, de- 
clined during 2000-03 and picked up only after 
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2006. PE funds that came into existence in the 
late 1990s also picked up in 2004. This has 
taken the number of total funding firms, in- 
cluding global firms, to 150 today. 

Millions of dollars from these firms have been 
pouring into businesses across sectors. If Se- 
quoia Capital invested $7 million in Times In- 
ternet, the company along with LightSpeed 
Ventures and SVB capital invested $10.5 in Tu- 
torVista, an education services company. Social 
media site Sulekha.com was started after Nor- 
west Venture Partners shelled out $10 million. 

“The fact is, in the past four years capital has 
become readily available to anyone who has the 
requisite experience and a new idea,’ says 
Sandeep Murthy, partner at Sherpalo Ventures. 

The past couple of years have seen experi- 
enced professionals leaving their secure jobs to 
chase their dreams. As Bharati Jacob, partner at 
Seed Fund puts it, “Indian education was earlier 
not suited to creating employers. It was tradi- 
tionally suited to producing only employees. 
But now that is slowly changing.” 

But Sherpalo’s Murthy says, “In Silicon Val- 
ley, entrepreneurs emerged from large firms 
and from the labs of many prestigious universi- 
ties. That kind of output is still lacking in India.” 

Investors find both positives and negatives 
while scouting for prospective business hon- 
chos in India. According to Sanjeev Aggarwal, 
co-founder and managing director of Helion, 
“Indian entrepreneurs have the power of re- 
silience. They will not quit even if it takes time 
for his business to bear fruit.” But they need to 
learn to have a narrow focus, he feels. 

Adds Alok Mittal, managing director of 
Canaan Partners, “Given that the Indian mar- 
ket is limited due to the lower connectivity and 
PC penetration here, entrepreneurs tend to 
think global from day one.” But Murthy of Sher- 
palo is not so upbeat. He says Indian entrepre- 
neurs lack the sense of urgency that one finds in 
their western counterparts. 


Obsession With Technology 

Information Technology and IT-Enabled Ser- 
vices (IT/ITeS) firms in India have garnered the 
lion's share of investments in the past few years. 
According to a study by Venture Intelligence, a 
research service focused on PE and VC funds 
with 107 investments, they have retained their 
status as the favourites among PE investors 
during 2008. Though the energy sector topped 
in terms of quantum of investment at $1.7 bil- 
lion, IT and ITeS closely followed with $1.6 bil- 
lion. “Technology-powered services have caught 
on like wildfire. And that is where some of the 
interesting ideas have come from, so those were 
the areas investors were keen to place their bets 


on, explains Aggar- 
wal of Helion. 

As recently as 
2002, GE Capital in- 
vested $108 million in 
Patni Computer Sys- 
tems. Citigroup In- 
vestments pumped in 
$20 million into Pro- 
geon and FinVentures 
invested $9.1 million 
in iFlex Solutions. But 
despite an overdose of 
technology-led inno- 
vations, there are still 
many verticals that 
are underexposed. 
"There are numerous 
opportunities related 


SECTORAL PLAY 


Top industries for private equity investments in 2008 


IT & ITES 107 
Manufacturing 49 
BFSI 45 
Healthcare & life sciences 33 
Energy 28 
Engg & construction 24 
Media & entertainment 22 
Other services 14 
Shipping & logistics 13 
Hotels & resorts 12 
Telecom 10 


1,567 
1,014 
1,101 
935 
1,693 
538 
578 
194 
509 
344 
1,468 


to education like e- 
learning tools, Web assessment, distance learn- 
ing solutions, and even ERP software for 
schools. Another area where we hope to see 
some activity is in relation to personal finance, 
social networking with some local flavour and 
travel,” explains Mittal of Canaan Partners. 

Anandaram of JumpStartUp says, logistics, 
supply chain, waste management and rural- 
suburban information services could also afford 
to see some innovation. 


Applying Brakes 


Even as new ideas flow in and there are new en- 
trepreneurs on the block, recession seems to 
have spoiled the show as far as finances are con- 
cerned. A Venture Intelligence report says PE 
firms and VCs (excluding PE investments in 
real estate) invested $10.8 billion in 399 deals 
in India in 2008. This amount was significantly 


.Jower than that in 2007 when $14 billion was 


invested across 439 deals. 

*2008 was the first year since 2002 that PE 
investments in India have witnessed a year-on- 
year decline,” noted Arun Natarajan, founder 
and CEO of Venture Intelligence. The largest 
investment reported during 2008 was the $640 
million raised by Aditya Birla Telecom, a sub- 
sidiary of listed mobile telephone services 
provider Idea Cellular, from Providence Equity 
Partners in return for a 20 per cent stake. 

Sandeep Murthy also strikes a note of con- 
cern, “There is a freeze on the financial ecosys- 
tem at present. There is going to be a lot of wait- 
ing and watching over the next one-and-a-half 
years." While these companies wait and watch, 
there may not be many new financial commit- 
ments made soon. 
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*Figure in $ million 

BFSI: banking, financial servic 
es and insurance 

Source: Venture Intelligence 


Surging forward 


Ganesan Natarajan 

WT Director, President & C.E.O., Ennore Coke Limited 
Ennore Coke Limited, the young and rapidly 
growing metallurgical coke player with its 
aggressive and strategic marketing approach 
has made a significant difference in the coke 
industry of east. 


nnore Coke Limited stands high on the portal 
of the Indian coke industry. It is best known 





as a dynamic metallurgical coke player that 
has emerged as the largest manufacturer of coke 
in the east and aspires to become a leader in the 
Indian coke industry in the future years. Set up with 
a perspective and a socially responsible vision, the 
met coke producer has been able to beat the 
recession heat and economic upheavals and has 
skewed a number of points of business cycles. 
Most of the small and medium steel plants are in 
the vicinity of the eastern region of India. In an effort 
to bridge the gap between the supply and demand 
of coke, the metallurgical coke player has forayed 
into the emerging coke market. 


The organization has charted its own course to 
identify opportunities and market trends and believes 
that expansion and consolidation are for posterity 
and society. The foundation of the company is 
strong enough to ensure its rise above all economic 





crisis. Explains Ganesan Natarajan, Whole Time 
Director and Chief Executive Officer, Ennore Coke 
Limited, The Indian Economic Development and 
Research Association has recognized our efforts 
in leaping ahead our organization within the shortest 
time period and placing strong systems. We have 
taken the initiative for ISO certification for our 
processes and products and these have been 
factored into the economic models. Intricate 
factoring ensures equilibrium at all times. We intend 
to position our organization as an ethical market 
leader with conscious social responsibility in the 
current coke scenario. The coke producer 
emphasizes in keeping with the culture of pursuing 
long-term plans and goals rather than short-term 
goals. The organization is taking a forward leap 
with every passing day and the credit goes to 
Natarajan for not allowing the pinch of economic 
downturn to hit the company. The immense 
contribution, far-sighted approach and public relation 
expertise of the 40-something Director has made 
the company brave several odds and emerge 
successful. It was in 2007 when Natarajan took up 
as the Chief Executive Officer of the company and 
revamped the working ambience. Add to this, he 
took time to develop confidence building among 
his team. In todays times, Natarajan is flying high 
in the corporate world and has been lauded for his 
remarkable achievements in displaying brilliant 
public relation skills. Recently, he has bagged Glory 
of India award and a gold medal from Indo- Thai 
Economic Cooperation. The award was given by 
Deputy Prime Minister of Thailand in New Delhi. 


Power forms the critical infrastructure for industrial 
development. The coke company produces 12 MW 
power in its coke plant with the help of advanced 
technology and clean environment that complies 
with the norms of Clean Development Mechanism 
(CDM). It has already signed power purchase 
agreement with West Bengal State Electricity 
Distribution Company Limited (WBSEDCL). States 


Ganesan Natarajan, “We have always been looking 
for upgrading our organization in terms of 
technology, process and quality. The east has a 
great future for steel and non-ferrous industries and 
keeping in mind, the high price and deficit in the 
supply of metallurgical coke, our coke provider will 
certainly experience sustained growth.” 


The prominent coke group has commissioned 
Haldia plant and has augmented the production 
Capacities through conversion agreements. It has 
acquired running coke plants through associate 
companies and the current capacity of coke 
production is 0.5 million MTPA which is indeed a 
substantial quantity in eastern India. Besides, the 
organization has also adopted a well-defined 


daily basis that has bolstered our market position.” 


With the rapidly expanding steel industry in the 
eastern belt of India and port facilities in the vicinity, 
the industrial environment in Bengal is quite 
conducive. Haldia is an ideal destination for 
investment and Haldia Development Authority (HDA) 
is into developing the entire region. Kolkata Port 
Trust (KoPT) authorities have taken a host of 
initiatives to spruce up the port facilities at Haldia, 
feels Natarajan. 


There has been a series of drastic changes in the 
global met coke world over the last two years. Coke 
prices have gone up from USD 200 per MT to USD 
750 within a span of a year owing to sudden increase 


in Australian coking coal prices sometime early last 
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marketing strategy like FMCG structure of stock 
and sale all over the country in order to meet the 
demands of small-time coke consumers. This makes 
sales realization healthier and minimizes risk factor. 


The Indian coke industry is quite huge and has a 
deficit of more than 12 million MTPA that is being 
imported from China. Avers Ganesan Natarajan, 
“With recession raging, most of the industries are 
feeling the heat and have become cash starved. 
It has become hard for Indian steel players to 
provide fund to import ship load from China and 
with huge inventory in the speculative industry. This 
has prompted all prospective buyers to turn towards 
small merchant coke players like Ennore Coke on 


year. "China forms the largest exporter of 
metallurgical coke in the world and has raised the 
export duty to an extent of 40 per cent. After 
reaching astounding heights, coke price has fallen 
to $ 350 per MT and most of the major buyers 
suffered the sudden fall in coke prices resulting in 
huge priced inventories. 


A number of buyers are unable to keep their contract 
for supply and purchase of coke and coking coal 
and have again started negotiation of the prices. 
The steel mills look out for coke supplies on regular 
basis and minimized inventories and this in turn 
helps the merchant coke manufacturing plants," 
signs off Natarajan. 


oo na ts 


INDIA'S MOST PROMISING 
ENTREPRENEURS 





incubation 


Nurturing New: 


by Venkatesh G. 


Lack of funds is not deterring incuba- 
tors from babysitting innovations 


INTENSIVE CARE: 
Ideas generated at 
incubation centres often 
find it difficult to 
generate funds 


NKIT Mehta, Ashish Bhat and 
Rahul Singh, part of the team 
that has created prototypes of al- 
ternative power products for 
electronic gadgets (such as mo- 
bile phones or bike chargers), are 
an enthusiastic bunch. They are 


convinced that they can tap the natural forms of 


energy and turn it into products that Indian en- 
trepreneurs can use a decade ahead. 

Similarly, Pankaj Suresh Kumar Parashar, 
who has developed Mrityunjaya, an electronic 
patient-monitoring system that allows doctors 
to monitor patients from a distance, is con- 
vinced that his product can become a part of the 
big league. “Mrityunjaya is targeting a market, 


that is hospitals, that can monitor the health of 


their patients without having to be near them 
all the time and further, the patient records are 





stored electronically for future referrals,” says 
Anil Gupta, a professor at IIM Ahmedabad, 
who is spearheading initiatives such as these. 

To incubate such path-breaking ideas, 15 in- 
cubation centres have sprung up across the 
country over the past six years. These are part of 
Indian Institutes of Technology (IIT), Indian 
Institutes of Management (IIM), Indian School 
of Business (ISB), SP Jain Institute of Manage- 
ment and Research (SPJIMR) and other re- 
gional management institutes. 

While at IIM-Ahmedabad, Gupta's team is 
fine tuning the patient monitoring system so 
that the heartbeat sound is clearer and louder, 
Gupta is worrying about the funding for the 
start-up. "We have great difficulty in getting 
early-stage funding, but we are determined that 
we would get it soon,” he says. 

Unlike technology-related start-ups, such as 
a value-added services firm or an e-learning 
firm, which attract millions of dollars from ven- 
ture capital (VC) and other funds, ideas gener- 
ated at incubators have to struggle to get fund- 
ing. The reason is not far to seek. Krishna 
Tanuku, executive director of Wad- 
hwani Centre for Entrepreneurship 
Development (WCED), an incuba- 
tion centre at ISB, says investing in a 
healthcare or an engineering product 
takes more time than a software prod- 
uct. "Investments need to be made 
continuously for five-seven years to 
make some sort of headway;" he says. 

A. Balachandran, general man- 
ager at Vellore Institute of Technol- 
ogy, says, "Of the entrepreneurs we 
are seeing, more than 50 per cent 
have an IT-based or related idea, 
given that today it is easy to follow 
and set up.” 


More Hurdles 

Manpower is the other roadblock 

when it comes to setting up non- 

technology start-ups. *Once the idea 

kicks in, a lot of start-ups find it diffi- 
, Cult to get specialist professionals in 
5 fields such as marketing or brand 
€ building,” says G.R. Shevare, director 
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POWER INVENTIONS 


Some of the inventions being developed at incubation centres at institutes 
such as IITs, IIMs, ISB and SPJIMR are for mass use 


|deas 


What does it do 


invention 


of Zeus Numerix, an IIT-Mumbai incubated 
business. 

“Every product needs constant tweaking, 
marketing costs and a long gestation period,” 
says Anil Kumar, who is on the board of 
Chicagoland Entrepreneurial Center (CEC), a 
non-profit affiliate of Chicagoland Chamber of 
Commerce. Agrees S. Sadagopan of Hyder- 
abad-based Indian Institute of Information 
Technology (IIIT): “Luring individuals from 
MNC back offices to be a part of a non-technol- 
ogy entrepreneurial venture is very hard.” 

Rahul Khanna, director of VC firm Clear- 
stone Venture Advisors, adds that India still 
does not have a world-beater non-technology 
product. “There are sufficient examples when it 
comes to services; there are not sufficient exam- 
ples in developing products targeted at manu- 
facturing or healthcare sector, he explains. 
Also, software business is more predictable and 
easy to sell compared to selling an electronic 
patient monitoring system. 


Still Undeterred 

Despite the fund crunch and manpower woes, 
incubators at IIMs, IITs and ISB are working on 
interesting innovations — from an electric oil 
pump that shunts wagons in railway yards (tra- 
ditionally a diesel-powered engine is used to 
shunt these wagons, which is expensive) to 
medical devices that use innovative techniques 
for processes such as intravenous infusion and 
vein puncture (see ‘Power Inventions’). “We 
have always sought to look at inventions that 
can be more mass-used and not serve the needs 
of the tech sector alone,’ says Gupta. 

At Pune-based Symbiosis Centre for Man- 
agement and Human Resources Development's 
(SCMHRD) E-cell, some offbeat ideas are 
brewing. “From making vegetarian cheese us- 
ing bio-chemicals to waste management sys- 
tem, E-cell of SCMHRD provides support and 
guidance to all its students with such entrepre- 
neurial ideas,” says Hirachna Pandya, member 
of the core team at the E-cell. Pandya feels that 
in four-five years, VC funding for these ideas 
will be available. 

H.S. Shankar, a member of ITT-Bombay fac- 
ulty who runs Vision Earthcare, a firm that has 





on scientific scales 


energy to charge stuff 


devised a water purification system that uses bi- 
ological processes rather than chemicals or ra- 
diation, says that he has put in his own funds 
and is yet to see funding coming from VCs. “We 
have deployments in Brihanmumbai Municipal 
Corporation and Airports Authority of India and 
we are confident that our product would be used 
in all water treatment facilities in India,” he says. 

Tanuku of WCED on the other hand is focus- 
ing on agri-focused industries and healthcare 
sector, where, he feels, significant innovation in 
terms of new products and processes is possi- 
ble. “Our centre is working on creating agricul- 
tural products that would focus on soil, water 
and air-purification technologies,” he says. 

With so many business ideas waiting to be de- 
veloped, the recent TiE-KPMG report, which 
points out that a large population of the ex- 
pected 830 million working population (from 
the current 630 million) by 2016 will be self- 
employed, comes as no surprise. 

Bala Balchandran of Kellogg School of Man- 
agement expects that the next generation of en- 
trepreneurs will focus on non-technology sec- 
tors such as healthcare and environment. But 
with lack of an ecosystem, which cannot get 
over its fascination for tech-focused ventures, 
coupled with a credit crunch, these entrepre- 
neurs have an uphill journey ahead. 
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Allows doctors to monitor patient from a 
distance; also stores records of patients 


Can raise temperature for heat treatment of 
seed cane and other crops by using solar energy 


Can shunt railway wagons in yards with electri- 
cally operated oil pump and hydraulic motor 


Enables qualitative analysis of soil fertility 
Converts muscular energy into electrical energy; 
energy converter fitted in a shoe 


Can reduce gasket leakages through couplings 
in a thermal power station 


Can improve the gas pressure in the interior 
cavity of an oven; prevents heat loss or leakages 


Can measure taste as sensed by the tongue 


Instead of electricity, this works through physical 


Source: BW research 
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A Close Contest — 


by Feroz Ahmed 
The six-hour deliberations to choose the final five was engrossing 





ICKING winners 
among entrepreneurs 
with less than five 
years in business is a 
tricky project. Still, it 
is only in the spirit of 
enterprise to place 
early bets on the most promising ones. 

BW invited a jury with global expo- 
sure and experience to identify the po- 
tential big hitters of tomorrow. 
Tejpreet Singh Chopra, president and 
CEO of GE India, has global manage- 
ment and finance experience from his 
various roles with GE in France, Eng- 
land, Hong Kong, India and the US; 
Vineet Nayar, CEO of HCL Technolo- 
gies, has not only led HCL’s explosive growth, 
but also analysed and assessed several compa- 
nies before acquiring UK-based Axon and a few 
others recently; R. Sivakumar, managing direc- 
tor-sales and marketing, Intel South Asia, is an 
Intel lifer and was earlier the worldwide direc- 
tor, business development for the Mobility 
Group comprising Intel's laptop, cellular hand- 
set, WiFi and WiMAX businesses; and Murali 
Sivaraman, CEO of Philips Electronics India, 
has been country head for ICI in Singapore, 
China, Hong Kong and Canada. 

The jury racked their brains for seven hours 
to pick the five most-promising young entre- 
preneurs from a list of 22. They screened the 
contenders on the basis of business model inno- 
vation, sustainability, quality of funding, man- 
agement strength, relevance of entrepreneurs 
training and experience in business, and ex- 
pected growth. To make the cut, an entrepre- 
neur had to be picked by at least two judges. 

At the end, eight contenders were left: 

Amit Aggarwal, Star Agri Warehousing & Col- 
lateral Management: While the jury acknowl- 
edged that Aggarwal’s enterprise met an impor- 
tant need in the agriculture sector, it lacked the 
‘wow factor. They appreciated that it was mod- 
ernising the crop purchase, consolidation and 
storage, quality certification and farmer financ- 
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Tejpreet Singh Chopra, 
President and CEO, 


ing services provided by traditional middlemen. 
But members wondered how Aggarwal would 
deliver his ‘end-to-end’ supply chain with just a 
few crores, when giants such as Reliance and 
Bharti were pumping in huge amounts. 

Mitesh Thakker, NetPrice Services: The jury 
liked the idea of offering a tracking system to 
advertisers to measure the effectiveness of their 
advertisements and, where possible, convert 
the consumer response to advertising into sales. 
However, the judges were sceptical about the 
real deliverables of Thakker’s service. Thakker 
explained his service involves tagging each ad- 
vertisement in different media with a unique 
phone number, which is called by those inter- 
ested in the advertised product or benefit. This 
helps an advertiser work out the return on in- 
vestment in a specific publication, channel, 
celebrity, time or location. The jury found the 
tagging and tracking process commonplace. 
N.N. Sreejith, Rural Opportunities Production 
Enterprise (ROPE ): This one got the jury really 
involved. While the idea of buying rural prod- 
ucts from artisans for selling in Indian cities and 
abroad seemed mundane, Sreejith’s twist on it 
made it a compelling contender. He explained 
that ROPE is not merely hawking rural handi- 
craft, rather it is getting things made from arti- 
sans using local natural materials based on de- 
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GE India 
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R. Sivakumar, MD-sales and 
marketing, Intel South Asia 


signs and product attributes specified by the 
buyers. The jury appreciated the fact that ROPE 
has a designer from the National Institute of De- 
sign (NID) on board. Importantly, Sreejith is 
creating a network of sub-contractors for dis- 
tributed manufacturing involving a large num- 
ber of artisans, so that ROPE can deliver large 
volumes of customised products faster. 

It did worry the jury that ROPE is losing 
money and has a capital of under a crore rupees. 
But a multi-million banana-fibre bag order 
from a vendor of the global buying house IKEA 
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Murali Sivaraman., CEO. 


Philips Electronics India 
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should take care of that problem in 2009-10. 
IIT-Madras too picked up a few lakh for a re- 
cent convention and Fab India has also started 
buying ROPE-made bags. The jury found Sree- 
jith to be a focused entrepreneur. 

Phanindra Sama, RedBus.in: This one gave the 
jury a hard time. The idea was one of those that 
makes people wonder why nobody picked it up 
earlier. Yet, it was also one that is hard to imple- 
ment. Initially, the jury was divided down the 
middle. While some judges thought if one could 
viably replicate the ticketing model of Indian 
Railways and the airlines in the extremely frag- 
mented business of bus travel where the ticket 
values tend to be low, the other half appreciated 
Samas effort to make buying bus tickets online 
possible. The jury, finally, let Sama get on board. 
Ashwin Naik, Vaatsalya Healthcare Solutions: If 
Samas venture tried the jury's experience, Naik 
put them bang on the horns of a dilemma. The 
idea of creating a network of small hospitals in 
small towns tugged at the jury's hearts, but Naik's 


* business model failed to excite their hardened 


business minds. The jury could not be convinced 
that Naik could sustain Vaatsalya charging only 
up to Rs 200 per bed per night in his 50-bed hos- 
pitals. They wondered if he was relying too much 
on operations to cover his investments. The jury 
observed, without a network of diagnostic centre 


or referral clinics, Naik will struggle to fill the 
beds at his hospital. 

Sandeep Maheshwari, Mash Audio Visuals: On 
the face of it, Maheshwari's business of supply- 
ing stock pictures to advertising agencies, me- 
dia and corporate communication firms 
seemed banal. However, nobody could argue 
with his 650,000 images on offer and demon- 
strated success. Also, supplying locally relevant 
pictures featuring Indians was considered posi- 
tively by the jury. 

Shashin Mishra, Masplantiz Technologies: 
Mishra looked a winner from the 
start as his remote machine moni- 
toring solution had the jury glued. It 
was also the only hard-core indus- 
trial entry. The jury found it partic- 
ularly impressive that Mishra and 
his team developed the core soft- 
ware on their own, and the sensor 
and wireless communication device 
drivers by working with their pro- 
ducers. With big corporations in 
wind energy and power transformer 
businesses using Masplantiz system 
on a pilot basis for some time, the 
jury was sure about the sustainabil- 
ity of the business. 

Lekh Joshi, Mango Technologies: 
Was it just another mobile value- 
added services (VAS) venture or was it special in 
any way? That was the question the jury strug- 
gled with for quite some time. At the heart ofthe 
debate was Mangos claim that it was trying to 
offer high-end user interface and applications 
on low-end phones. Joshi pointed out that his 
team was trying to deliver information on basic 
phones using voice, besides developing down- 
loadable themes that did not require much pro- 
cessing power or memory. What really got the 
jury interested was that Mango had found a 
benefactor in Qualcomm, which is including 
Mangos ideas on its chipsets for the basic 
phones and also allowing it to use its Indian lab. 
So, this Mango got picked. 


The Ranking 

Ranking the five winners was equally challeng- 
ing. The topper and the runner-up spots were 
still easy, as there was a consensus on those 
names: Shashin Mishra and N. Sreejith. Phanin- 
dra Sama claimed the third rank. However, it 
was a photo finish for the fourth spot with 
Sandeep Maheshwari pipping Lekh Joshi. The 
jury noted that it had picked the best five from 
the available names, though there might be 
many bright entrepreneurs outside the list. 
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INDIA’S MOST PROMISI 
ENTREPRENEURS 


M education 


Natural Instincts - 


by Muthukumar K. 


Entrepreneurship figures in B-schools, 
but not many lessons are learnt 


EXPERT OPINION: 
John Mullins of London 
Business School teach- 

es faculty members at 

SP Jain Institute of 

Management in Mumbai 


AN B-schools teach entrepreneur- 
ship? Does an MBA degree give you 
the extra urge and confidence to 
take that plunge into the unknown? 
In truth, perhaps not. MBA syllabi 
are largely structured to groom students to be- 
come better managers. Often, the classes are 
separated in the second year, based on speciali- 
sation — say, finance or marketing. At the end 
of two years, finance students aspire for invest- 
ment banking or broking jobs, while marketing 
students covet jobs at firms such as ITC and 
Unilever. “Compartmentalising (into) market- 
ing and finance is not a good idea because as an 
entrepreneur, we have to make plans, projec- 
tions, raise funds and also run the business, says 
Srinivas Vishwanathan, an MBA from Dart- 
mouth, US, an Ivy League college. He had earlier 
done MBA in India before going abroad. 
B-schools have been trying to change that. In 
the past few years, their focus has changed from 
boring lectures to one where students run en- 
trepreneurship cells (under the aegis of faculty 
members) where they are mentored by real en- 
trepreneurs and have interactive sessions from 
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business plan writing to mock operations. Even 
that, feels Suresh Ghai, director at KJ Somaiya 
Institute of Management Studies and Research 
in Mumbai, often could be more hype than sub- 
stance. It is believed that students often take to 
this activity only to help in their placements. , 
Most entrepreneurs BW spoke to felt that en- 
trepreneurial drive has to come from within 
and cannot be taught. For K. Pandia Rajan, 
founder of Ma Foi Consultants and an alumnus 
of XLRI, Jamshedpur, “the trigger for entrepre- 
neurship was external”. During his childhood, 
he lived in a village near Sivakasi in Tamil 
Nadu, the country’s firecracker hub. “I was in- 
spired by the workings of multiple SMEs that 
existed there,” he says. Adds Kartik Varma, 
co-founder of Delhi-based iTrust Financial 
Advisors and a Harvard MBA graduate: “Risk- 
taking ability is inherent, and no amount of 
classroom training can cleanse risk-aversion.’ 
In fact, some observers go to the other ex- 
treme. “Education reduces your risk-taking ca- 
pability,” says Shankar Sharma of First Global 
Securities. That is because the stakes are higher 
for an MBA, given that he has to forego a presti- 
gious job with a fat salary to endure the travails 
of entrepreneurship. Sharma, an MBA himself 
from Asian Institute of Management, Manila, 
says that the choice to be an entrepreneur was 
his own, even though “there were programmes 
in the second year called ‘walkabouts’, where you 
had to start an enterprise in six-eight months”. 
One dissenting voice is that of Rana Kapoor, 
founder of Yes Bank. “The seeds (of entrepre- 
neurship) were sown during my MBA days, and 
I wanted to build a business some day,” he says. 
“General management skills gave across-the- 
board exposure, which was required to start a 
business.” Still, it took him 24 years to succumb 
to his entrepreneurial urge. He finished his 
MBA from Rutgers’ University in New Jersey in 
1980, but founded Yes Bank only in 2004. 
As the immortal maxim goes, you can take 
the horse to the water, but you cannot make it 
drink. The horse must be thirsty. 


muthukumar.kailasam@abp.in 
Read ‘Don’t start a business right after MBA: 
Philip Anderson’ at www.businessworld.in 
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Quitting Smoking? 


Need Help? Take a self-test and fin 
$ Has the number of cigarettes you smoke dally 
"increased over time! 
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We Also Make 
Medicines 


Can drug 
companies 
make 
‘patient 
support’ a 
success? 


by Gauri Kamath 


VIDYA VENKAT (NAME CHANGED), 50, HAS TYPE-2 
diabetes. She last tested for blood sugar a year 
ago and her medicine intake is erratic. It is not 
as if the educated Mumbai-based mother of 
three doesn't know better. “I guess I am not seri- 
ous, she says. What, apart from a life-threaten- 
ing event, will it take for diabetics such as 
Venkat to manage their disease better? Execu- 
tives at MSD Pharma, the Gurgaon-based sub- 
sidiary of US drug maker Merck & Co., asked 
themselves this question last year. 

Their answer is Sparsh Healthline, an initia- 
tive that packs in patient education, diet and ex- 
ercise counselling, reminders, home-delivery of 
medicines and blood tests, all for free. Sparsh is 
available only to patients prescribed Januvia or 
Janumet, MSDs diabetes drugs. “The traditional 
model of pharma marketing is to sell products 
to doctors," says Sanjiv Navangul, sales and 
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marketing director at MSD. *We need to go be- 
yond that, to patient and disease management." 

Last week, Mumbai-based Pfizer, the Indian 
affiliate of Pfizer Inc., said it was supporting 150 
smoking cessation clinics run by doctors or hos- 
pitals in 17 cities such as Mumbai, Delhi, Surat 
and Jaipur. The clinics will help smokers quit 
using aids including Champix, Pfizer’s new 
smoking-cessation drug, and follow a structured 
programme that includes psychological support. 

“Since smoking is an addiction, behavioural 
therapy and counselling always help,” says An- 
jan Sen, Pfizer’s director for pharmaceuticals 
marketing. Quitters will have access to a Pfizer- 
supported 12-hour helpline. Champix users 
will, additionally, have membership of an on- 
line resource known as the Champs Club, which 
will provide them an opportunity to network 
with other quitters, additional information that 
can be discussed with a doctor, and tips to re- 
duce craving using “relaxation techniques". 

A few drug makers are turning to patient sup- 
port-cum-disease management programmes to 
differentiate themselves. Their focus is on 
chronic segments where drugs are taken for 
long periods oftime, such as in diabetes, asthma 
or, as in Pfizer's case, smoking cessation. 

Broadly, they have two objectives. One, to im- 
prove compliance — a patient's propensity to 
stick to prescribed treatment. “In a chronic dis- 
ease, patient participation is as important as the 
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Health Organization 


Concern Areas 


doctor’s prescrip- 
tion, says Anant 
Nigam, diabetolo- 
gist at Jaipur's 
Nigam Diabetes 
Centre. And two, 
to cement ties 
with the influen- 
tial doctor 
community. 

The thought is 
not radically new. 
One-off  experi- 
ments have been 
on. The results 
have been mixed 
— scalability, costs 
and patient confi- 
dentiality have proven to be stumbling blocks. 


Do ~- M 


Under-Treated 

India is the fourth-largest pill popper in the 
world. But the number of Indians (as a propor- 
tion of the total population) being either diag- 
nosed or treated for chronic diseases is surpris- 
ingly low (see ‘Concern Areas’). 

Take diabetes. “There are 700 brands of dia- 
betes medicines sold in the country,’ says 
Ashish Srivastav, MSD’s business unit director 
for metabolics. “Yet, two-thirds of our diabetics 
are not in control (of their disease).” An average 
diabetic visits a doctor just once every 14 
months, he says. Doctors are too pressed for 
time to explain things to patients. “Unless you 
do that you cannot expect compliance,’ says 
Mangesh Jalgaonkar, a Mumbai-based physi- 
cian. There are also times when patients “forget 
the doctor” and the medicine the moment they 
feel better, says Shashank Joshi, endocrinolo- 
gist at Mumbai's Lilavati Hospital. The result is 
poor adherence to treatment. 

Or take smoking. Doctors do not consider it 
“worth their while” to advise smokers unless 
they have a smoking-related illness, says 
Sandeep Budhiraja, head of the department of 
internal medicine at Delhi's Max group of hos- 
pitals, which has set up three smoking-cessa- 
tion clinics on its premises in partnership with 
Pfizer. Nor do smokers consider their addiction 
a disease. Doctors too are sceptical of smoking- 
cessation therapies since historically none have 
been very effective, says Sen. “There is plenty of 
market development that needs to be done.” 

Can such programmes help? 


Many Birds, One Stone 

Sparsh, a phone-based helpline, attempts what 
a doctor is pressed for time to do. A team of 30 
trained counsellors at a call centre in Hyder- 


abad charts diabetics’ progress after starting 
medication and lifestyle modifications, and 
offers practical dietary advice. “A drug plus diet 
(control) and exercise will be far more effective 
than just the drug alone,” says Navangul. 

Pfizer’s smoking-cessation programme shou- 
ld push more doctors to help “motivated” smok- 
ers quit. “There takes place an event in every 
smoker's life when his resolve to quit is very 
high,” says Sen. “That’s the motivated quitter.” 

A partnering doctor or hospital can recom- 
mend a patient to a specific ‘quit smoking’ pro- 
gramme run by him or the hospital for a fee. For 
instance, Max offers a three-month programme 
for Rs 13,000 (not including the price of 
Champix at Rs 9,652 for three months, which 
may or may not be prescribed). Independent 
physicians may charge less. Sen says Pfizer does 
not get involved in the pricing of the pro- 
gramme, but only supports it through educa- 
tional material, aid in structuring a pro- 
gramme, detailing ofthe drug, the helpline and 
website. “If consumers see value in it, they will 
take it up,” he says. The result, it is hoped, will be 
a doctor who has more compliant patients and 
better clinical outcomes. Doctors welcome these 
efforts. “We need to use every resource available 
to ensure compliance and continuity of care for 
diabetics,” says Lilavati's Joshi. “Sparsh is at- 
tempting that.” Max's Budhiraja is also bullish. 
“The treatment, coupled with ongoing monitor- 
ing by our specialists, could play a major role in 
ensuring abstinence,’ he says. 

But what appears ‘successful’ to doctors, or 
even patients, may not be so for companies. In 
2002, Lilly India, a subsidiary of US-based Eli 
Lilly, began ‘HumaCare’ for patients on its in- 
sulin. It provided free syringes, alcohol swabs, 
updated information and planned camps for ju- 
venile diabetics. At its peak, the programme 
catered to more than 30,000 diabetics through 
thousands of doctors. Today, HumaCare has 
been mothballed. When contacted, Lilly did not 
comment. According to doctors and other per- 
sons familiar with the programme, three issues 
seem to have cropped up. One was scale: to en- 
sure that increasing number of patients received 
their packages on time was a tall order especially 
in areas where Lilly had no distribution net- 
work. Two, the company did not want anyone 
alleging that it was accessing patient data. And 
three, as the service became popular, costs 
threatened to squeeze margins — insulin prices 
are government-controlled. 

Patients, too, might not see value in such pro- 
grammes. In 2003, Mumbai’s Aventis Pharma 
launched ‘Wishbone’ for women with osteo- 
porosis on Actonel, its once-weekly drug. Be- 
sides free diagnostic tests, a peer-support pro- 
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gramme, yoga and dieticians on call, it provided 
insurance cover for fractures and accidents. 
Wishbone charged a registration fee of Rs 1,000 
for a 12-18 month period, and a monthly fee of 
Rs 2,000 to cover the cost of the drug. But it was 
discontinued in 2005 as there were few takers. 
For instance, doctors and patients “didn’t per- 
ceive much value in the insurance programme", 
Says a company spokesperson, though she at- 
tributes this to the very low incidence of frac- 
tures in Actonel patients. 

Aventis now runs a plain vanilla counselling 
programme for free that focuses on getting pa- 
tients to stay with the treatment. It also contin- 
ues to run 'Saath7, also started in 2003, for 
users of its insulin Lantus. This involves free 
counselling and diabetes education service. 


Measuring Success 

Companies say the measure of success is how 
many patients are helped by their programmes. 
“We don't look at a direct return on investment.” 
says Navangul. “This is about managing peo- 
ples health conditions better" A key indicator of 
whether Sparsh was helping patients would be 
if they began taking medicines regularly, stick- 
ing to a diet plan, and doing their blood glucose 
and other tests regularly, he says. Eventually, 
doctors would be able to analyse ifthe risk of di- 
abetes-related complications had reduced and 
whether there was a co-relation between the 
service and blood glucose control, he says. Sim- 
ilarly, Sen says success would be measured by 
how many smokers kick their habit successfully. 
Both say they will ensure patient confidentiality 
and only seek *aggregate" information about 
benefits and compliance from doctors. 

Such programmes are long-term bets, says 
Sandeep Sahney, an industry veteran who 
heads biotech firm Genzyme in India. *You have 
to take your eyes off the very short-term P&L 
(profit and loss)" That does not happen too of- 
ten, he says. Besides, the results are not always 
measurable. “Often it may be difficult to show 
that patients continued on a drug because you 
had this support activity,” he adds. “For that to 
actually happen, you need a leap of faith.” 

Pfizer's Sen says such programmes are more 
feasible if they support a broad portfolio of drugs, 
or when the disease condition is very prevalent. 
No doubt it also helps if the brands are priced at a 
premium and have no copycats, Champix and 
Jenuvia score on both fronts. Firms are not 
strangers to such programmes. For instance, both 
Merck and Pfizer devote resources to disease 
management and patient support, globally. Pfizer 
supports an Indian version of a global pro- 
gramme known as ‘Healthy Heart’ for cardiovas- 
cular disease with Apollo Hospitals. The year- 


long package has services such as yoga, diet ad- 
vice and home visits by physicians. Apollo 
charges for it, unless it is bundled with diagnostic 
tests undertaken at the hospital. 

The recently-launched initiatives are ambi- 
tious. MSD has opened the service to 3,000 
physicians in three months, and is geared to 
take on another 20,000 by the end of March 
2009 (though not every physician will neces- 
sarily recommend patients). It has committed 
to providing up to six tests a year free per Sparsh 
beneficiary. It will open up Sparsh to users of its 
cholesterol-reducer Zocor, too, it says. The 
helpline is already spreading awareness about 
cervical cancer through a toll-free number, as 
MSD markets cervical cancer vaccine Gardasil. 

Pfizer wants to tie up with 600 smoking ces- 
sation clinics in two years. Besides, it wants to 
offer a structured programme — which includes 
Champix — to Max’s corporate customers by 
showing the number of man-hours saved by 
eliminating smoking breaks, and reduced ab- 
senteeism due to smoking-related illness. 

These programmes are a step forward from 
the conventional model of throwing freebies at 
doctors to incentivise them to prescribe. In re- 
cent months, the drug industry has been criti- 
cised for unethically inducing doctors. It is also 
one way of connecting to the consumer in a 
tightly regulated market where drugs that need 
a doctor’s prescription cannot be advertised. 
“Consumers today are more aware and inter- 
ested in their health and well-being,” says Sen. 
“Such programmes provide the platform (to ad- 
dress them),” he says. He also sees consumers 
growing more “brand-conscious”. 

In the long run, such programmes could pro- 
vide consumers a benefit beyond the medicine. 
Assuming, of course, that they don't have an ex- 
piry date. 
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HEALTH TIPS: MSD's 
Sparsh is backed by a 
team of 30 diabetes 
counsellors at a call 
centre in Hyderabad 
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Back to School 


Life through learning; learning through life 


Learning which does not advance each day 
will daily decrease — Chinese proverb 


The need to learn, adapt, innovate, change and 
grow has never been as crucial as it is now. Today's 
fast-paced and highly competitive environments re- 
quire managers capable of leading from the front, to 
have a greater span of influence within the organi- 
sation and be drivers of corporate innovation and 
change. 

Corporate survival is increasing pressure on 
managers to broaden their management and strate- 
gic perspectives as they develop dexterity in han- 
dling increasingly complex management challenges. 

The interest in executive education continues to 
grow as employees and employers are increasingly 
concerned about reinforcing and refreshing leader- 
ship capabilities, both their own and those within the 
organisation. New entrants are targeting building up 
their work portfolios and making choices that will af- 
fect their career graph. Companies are looking at 
more knowledgeable leaders with capacities lean- 
ing towards versatility. The emerging common inter- 
ests are driving the creation of more opportunities 
and the need to consider the options. 

Individual growth is supported by updating, up- 
grading and applying organisational knowledge real 





time. Corporate organisations are also looking at de- 
veloping managerial skills through a strong base of 
functional knowledge within the organisation. Adding 
to skill sets to be able to better compete in the 
changing marketplace is the trend all around. The 
growing global business environment and the chal- 
lenges it brings with it are making this a necessity 
for growth. 

Management executive programmes cater for 
the imperative step forward to add an expert blend 
of management theory and tools with practical in- 
sights and participation. An effective programme 
targets developing applicable knowledge and skills 
in managers as they negotiate their way through 
their organisations and the dynamic business envi- 






Management Executive Programs — How they 
work 

@ The pedagogy in Management Executive Pro- 
grams is an intelligent balance of conventional 
classroom teaching leveraged by non-classroom 
activities. 

6 These programs the underlying principle of pro- 
fessional education working on a two-stage 
process 

o Acquiring theoretical knowledge 

o Applying concepts to real life situations 

6 The programs encourage and sensitize partici- 
pants to take on the onus of learning as a self-mo- 
tivated activity, on a continuous basis through a 
variety of sources and methods of learning. 

@ Companies sponsoring Management Executive 
Programs get to participate actively not just to en- 
courage learning among participants but actually 
assist the process. The benefits 

o Stepping up of knowledge base within the or- 
ganisation 

o Performance improvement through the on- 
ground updates 

@ Effective management education for practicing 
executives through contextual and current educa- 
tion customized for the organisation and the par- 
ticipant's specific role. 
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HR Leadership Program 


Eligibility - Bachelor Degree 


> Industry Consortium Members partner in 
student selection, curriculum design and 
the placement process. | Aone year full time program, that enables graduates 

& professionals to deal with human capital challenges 


> Distingui TO 
Distinguished Faculty who have taught and issues that shape modern organizations. 


across the globe help you explore new Lay the foundation for future forward leadership! 


paradigms in learning & innovation. 
Business Leadership Program 


> An Individual Learning Plan (ILP) helps ape " i 
Eligibility ~ Minimum 5 years work experience 
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bedrock of developmental opportunities. A one year full time program, that gives executives 
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ronment. Management executive programmes are 
coming up in three main areas — specific skill devel- 
opment, leadership development and programmes 
for high potential candidates as a means to fast 
track growth. They are the emerging bridging solu- 





with minimal absenteeism and plenty of hands-on 
and practical interactions. A win-win solution all- 
round! 


In this world a man must either be an anvil or 
hammer — Henry W. Longfellow 


Management is a continuous process demand- 
ing new strategic approaches and tools for manag- 
ing products, technology and_ innovation. A 
management executive programme is where partic- 
ipants pick up these concepts and experience to 
successfully drive innovation throughout the organ- 
isation. So effectively here's where the skill backed 
by knowledge is blended with management theory 
and tools through reality-based case studies. 

The experience of sharing and developing deci- 
sion-making concepts with an influential group of 
peers prepares participant to take on changing busi- 
ness scenarios in a learning environment, as a part 
of the work day. So personally they are working 
across functions within the organisation itself, while 


tion to upgrade skills within the work environment 






















LIBA: A World Class Business School 
Father P. Christie S.J., Director of Loyola Institute of Business Administration (LIBA), speaks about the institute, its man- 
agement executive program and its plans 

Tell us something about LIBA and your management executive program. What makes LIBA a premier business school in 
the country? 

Established in the year 1979, Loyola Institute of Business Administration (LIBA) is one of the country's premier management insti- 
tutes. It is a Jesuit institution under the aegis of Loyola College Society. Consistently ranked amongst the best business schools in 
the country, LIBA works with a vision and an industrious effort to create human resource for the nation through value-based man- 
agement education. The Management Development Centre (MDC) at LIBA, with its executive programs in management, is popu- 
lar amongst the corporate. Emphasis on business ethics, a committed and highly qualified faculty and a curriculum that is designed, 
updated with an international perspective keep us on the top. 





The business environment has changed tremendously. How are you preparing your students to fit in? 
LIBA undertook a strategic exercise in the year 2008 to establish centres of excellence in the areas of Retailing Management, Lo- 
gistic and Supply Chain Management, and Entrepreneurship. Business Ethics and Corporate Governance have also received due 
attention and the centres were formed to steer LIBA's agenda of steering current and future debates in these areas. The new spe- 
cializations and electives steer our agenda of steering current and future debates in the field. 





With the economic recession across the globe what is your institution doing to prepare students handle global challenges 
and perform better? How is the campus recruitment been this year? 
The courses syllabus has been revisited and revised for industry needs. Students are imparted language skills in Mandarin, semi- 
nars and courses in cross-cultural skills, counseling, and micro-finance for better mobility in the business arena. 

We have placed about 85% of the candidates and have now started phase — II of the recruitment process 
















What are your future plans? 
LIBA aspires to become deemed university with variety of programs and a World Class Business School by augmenting resource 
and infrastructure and creating an ambience for quality learning. 
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Loyola Institute of Business Administration (LIBA) 


Approved by All India Council for Technical Education (AICTE) 
& Association of Indian Universities (AIU) 
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Loyola Institute of Business Administration (LIBA), a premiere Jesuit 
Institution with exceptional world wide linkage, strives at the holistic 
formation of world class leaders with unmatched professional 
competence and a strong ethical perspective. LIBA endeavours to 
contribute to the sustained development and inclusive growth of the 
nation and the world at large by forming men and women imbued 
with a spirit of innovation and entrepreneurship. 


Salient features of LIBA 


A Premier Business School, with proven track record of 29 years 
in management education, run by Jesuits committed to 
value-based education around the world 

100% placement in blue-chip companies since the inception of 
the full-time programme. Average salary is Rs. 7.55 lakhs p.a 
with an average growth rate of about 27% p.a 

Excellent Industry-Institute interactions 

Centers of Excellence in Supply Chain Management and 
Logistics, Retail Management, Business Ethics and Corporate 
Governance and Entrepreneurship 

Large number of highly qualified faculty with rich industry 
experience 

Linkages with over a dozen renowned international Universities 





For further details on admission procedure, visit 
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such as the MIT, Cambridge , USA, Bordeaux School of 
Management, France and Griffith University, Australia, Bath 
University, UK. University of Sacred Heart, Italy, etc. 
Continuously updated industry oriented curriculum powered by 
latest teaching technologies 

Excellent infrastructure including a state-of-the-art computer centre 
Well-stocked, computerized library with over 22,000 
management books, hundreds of journals & periodicals and 
electronic databases 

LIBA alumni captain world-class organizations both in India and 
abroad 


Courses Offered 


PhD (affiliated to the University of Madras) 

Two-year full-time Postgraduate Diploma in Management 
(PGDM) 

Three-year part-time Postgraduate Diploma in Management 
(PGDM) 

One-year part-time Executive Diploma in various disciplines 
Blended Learning Programme 

Firm-Customized Management Programmes 

Week-end Certificate Programmes 


FLAME 09 


or contact the admission office 


E —: Institute of Business Administration (LIBA) 


| 7. penis Chennai - 900 034. Ph: 044- mus 5353/57 Email: a edu Website: www.liba.edu 
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becoming more skilled in the basics of business 
management. The growth curve becomes a per- 
sonal possibility rather than something “those lucky 
guys” are associated with. 

Specialised management executive programmes 
serve as a meeting ground for new sector businesses 
and suitably trained manpower. These work for peo- 






























“Both the programmes are intended 
to provide the student a compact view 
of the business environment in a 
shorter period of time.” 

Dr A.M. Sherry, Dean, IMT 


The Institute of Management Technology 
(IMT) Centre for Distance Learning 
(CDL) offers a two-year postgraduate 
diploma and one-year postgraduate 
diploma (executive) in management. 
Both the programmes are designed to match the requirement of work- 
ing professionals to further develop their management skills while 
catering their best services to the respective organisations. IMT-CDL 
is offering these courses to Genpact, Infosys, the Royal Bank of Scot- 
land Group, Nucleus Software Pvt Ltd, Hindalco, Tehri Hydro Devel- 
opment, WNS, Steria India Ltd, Ericsson India Ltd, IBM Daksh and 
ONGC. These programmes are the tools to provide high-quality man- 
agement education to make student-employees competent enough for 
analysing the global business strategies courses offered by IMT-CDL. 
After the completion of the course, students are transformed into value 
drivers as they add ethical value to their professional competence. 
Both the programmes are intended to provide the student a compact 
view of the business environment in a shorter period of time. 


TO 


Is the Management Executive Program for me? 

@ Back to school is something kids do, right? Not 
at all! ‘Grown-ups’ just do it differently. 

6 An organised Management Executive Program 
taken well in time prepares you not only for the 
step forward but often provides an insight of your 
inherent capabilities and how to apply to the or- 
ganisation. 

6 Sharpening managerial skills to commensurate 
with the challenges and demands of growth is fa- 
cilitated. 

6 The technical skills make a smooth transition 
and re-orientation to added responsibilities 
thereby opening up wider possibilities to explore. 
Hone your skills in a new, upcoming sector that 
has caught your interest. 





ple looking for a change into new areas. Entering en- 
trepreneurship or the family business with a global 
perspective of business are choices that can be sup- 
ported by a suitable management executive pro- 
gramme. New sectors like retail and luxury 
management are offering new career options to those 
in recession-hit sectors. Maybe it is time to get that 
dream project going in a campus to corporate move. 

Luxury and prestige companies like LVMH, 
Chanel, Hermes and Gucci eye India as one of their 
most lucrative markets. The Indian luxury retail mar- 
ket is estimated to leapfrog from the present US$ 
3.5 billion to a $30 billion industry by 2015. India's 
luxury market, estimated to be the 12th largest in the 
world, has been growing at the rate of 25 per cent 
per annum. 

For the last twelve years, ESSEC Business 
School, located in Paris, has been developing and 
nurturing partnerships in the luxury sector with lead- 
ing luxury brands and institutions. It hosts the pres- 
tigious LVMH Chair since 1991 and continues 
conducting the world's only luxury brand manage- 
ment programme. The programme has become a 
worldwide reference in graduate and executive ed- 
ucation and is still today unequalled. 

Along with the Indian Institute of Management, 
Ahmedabad (IIM-A), ESSEC offers the global execu- 
tive programme on luxury management. This ten-day 
programme located in Paris and Ahmedabad is espe- 
cially designed for senior executives, line managers, 
experts in luxury, fashion industry and for profession- 
als from other industries who want to get introduced to 
this industry. 
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LOBAL BUSINESS LEADER, 
ALL YOU NEED IS TO BE AT THE RIGHT PLACE 


Ghaziabad I Nagpur ! CDL | Hyderabad (session Starting from 2010) 








BECOME A PART OF IMT-DUBAI AND BE AT THE HEART OF THE 


INTERNATIONAL BUSINESS ARENA. 


ADMISSIONS SEPTEMBER 2009 SESSION 
2-year Full-time MBA Programme 


Give your career an international edge at IMT-Dubai, the first 
overseas campus of IMT-Ghaziabad, one of India's top 10 
B-schools. Get the advantages of strong industry interface, 
inter-cultural awareness and international perspectives along with 
a globally renowned faculty. Bringing world-class management 
education within easy reach of students and management 
professionals seeking global careers has been the key driver 
behind IMT-Dubai. IMT is strategically located in the heart of the 
Academic City, Dubai and is also the first Indian business schoo! 
to be recognised by the Ministry of Higher Education, Government 
of UAE. Its MBA programme is fully accredited by the Commission 
of Academic Accreditation, Dubai and has got an excellent track 
record of placements ever since its inception. 


Application Procedure: 
Apply in the prescribed application form available at IMT (India 


office). Application forms can also be downloaded from our 
website www.imtdubai.org or www.imt.edu 

Application fees to be tendered by Demand Draft or Cash 
Payment of Rs. 1600/-. The Demand Draft should be drawn in 
favour of “Institute of Management Technology” payable either at 
Ghaziabad or Delhi. 


Eligibility: 
Bachelor's Degree or equivalent with minimum 
50% marks from a recognised university. 


Selection Criteria: 
Eligible candidates will have to appear for 
Personal interview., 


CONTACT 


india Office: 

Dr. A.M Sherry, Chairman {Joint Admission Committee) 
Institute of Management Technology 

A-16, Site-3, UPSIDC Industrial Area, 

Meerut Road, Ghaziabad - 201 003. 

Tel: +91-120-2705628 

Mob: 09818116551, 09810214551, 09910907229 

Fax: +91-120-2705625 

Email: admissions Q imt.edu 

Website: www.imt.edu 


Dubai Office: 

Institute of Management Technology 
UG-02, Dubai International Academic City 
P.O.Box. 345006, Dubai, U.A.E. 

Tel: +971-4-3604844 

Fax: +971-4-3604838 

Email: admissions € imtdubai.org 
Website: www.imtdubai.org 


Last date for submitting forms: April 20, 2009 
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Kolkata Institute of Management 

The Kolkata Institute of Management is located on a 20-acre, lush-green campus in the southern suburbs 
of Kolkata. It sets itself apart from other institutes with the sheer chutzpah to have a management institute 
located on a campus with residential facilities and the other amenities that go with a campus. 

KIM's dean, Prof Koushik Dutta is an alumnus of IIT-Kharagpur and IIM-Calcutta with over 20 years in the 
industry, mainly in Tata Consultancy and PricewaterhouseCoopers, and has also worked as an independ- 
ent consultant for various organisations like World Bank and Family Health International. 

The institution is backed by an organisation that has close relations with some of the most prestigious in- 
stitutions of South East Asia, particularly China. With China and India rapidly defining the growth scenario 
in the world, KIM is uniquely positioned to leverage the expertise and knowledge of its founders in these 
two areas to give its students a unique academic experience that goes beyond school trips to the west that 
masquerade as study tours. 

The campus has been designed on international lines with a strong traditional ethos and shall also aspire 
to attract students from China, Singapore, Malaysia and other countries. 

In fact, the word KIM in the Sanskrit language represents the interrogative curiosity or inquisitiveness of a 
human being. It is equivalent to ‘what’, ‘why’, ‘how’ and ‘wherefore’. Every major invention, every procedure, 
every strategy devised had always started with this basic question and is usually followed by the equally 
important question, ‘why not’. 

There are a plethora of management institutes, but the unemployability quotient seems to go on increas- 
ing. KIM lays a very strong bias on practical application of skills and its curriculum has also been devised 
to cater to that need. 

A strong research focus is another area where KIM contributes. Prof Dutta reiterates this when he says, “The 
students will be encouraged not only to learn and develop expertise in latest tools and techniques in the 
respective management disciplines, but also to develop a spirit of enquiry that will result in tangible out- 
comes in the form of articles in reputed journals and participation in national and international conferences. 
Against this backdrop, we will work to try and discern patterns of growth and prepare ourselves for new op- 
portunities.” He is ably supported by faculty who are experienced professionals in their area of expertise. 
Nothing is constant except change. Our students imbibe this philosophy early and are empowered to adapt 
to changes rather than be intim- 
idated by them. KIM follows a 
fairly rigorous admission proce- 
dure based on CAT/MAT scores 
and selection is through GD/PI. 
At KIM we try to create a mutu- 
ally supportive atmosphere that 
helps our students to become 
real team players and leaders in 
the true sense. We take help of 
business leaders from various 
types of industries to be role 
models and mentors for our stu- 
dents. With stress on in-depth 
knowledge of subjects, a stu- 
dent is encouraged to develop 
communication and networking 
skills, with attitudinal changes 
to understand the need and sig- 
nificance of an integrated and 
holistic approach. 
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2 Year part time Executive Post Graduate Program in Management 


( MBA Degree awarded by UGC approved Bharathidasan University + KIM’s autonomous PGDBM ) 


Located on a 20 Acre lush green campus, is all set to 
redefine the standards of imparting management education 
with one of the best integrated campus’ in eastern India - with 
state of the art facilities and a core faculty who are the best 


in the business. 


Prof. Koushik Dutta, B. Tech. IIT (Kgp), PGDM IIM (C) , Dean 
of Kolkata Institute of Management has over 20 years of 
experience in industry and consulting. 


At KIM we believe in an attitude of enquiry as no answer is 
suitable for all times. 


NOTHING IS CONSTANT EXCEPT CHANGE. 
Our students imbibe this philosophy early and are empowered 
to adapt to changes rather than be intimidated by them. 


KOLKATA INSTITUTE 
OF MANAGEMENT 





t 


Swati | 








nternational Education and Welfare Foundation 


Graduate (10 + 2 + 3) 
PGDBM * MBA 2 Yrs. Full time in any discipline with July 2009 
minimum 5096* marks. 


* Candidates securing less than 50% in qualifying examination are eligible if they have at least 
one year work experience in a reputed organisation. 











Jyotirmoy Knowledge Park, Kalikapur, Sonarpur, 
TM Kolkata Mega City - 743330. West Bengal, INDIA. Tel : *91 321 8201094 - 6 
63 /1 / 2A, Sarat Bose Road, Kolkata : 700 025 West Bengal, INDIA, 
Tel : #91 33 2485 2229, 2474 8282 Fax : +91 33 2475 4664 










102. Soundarva Paramount. ist Floor. 83/87. 5th Cross. Malleswaram. Banaalore - 560003. Karnataka.INDIA Tel : +91 80 2334 3207. 2334 3169 Fax : +91 80 2334 9683 
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This programme will provide an in-depth training 
on the luxury business, its specificities, implemen- 
tation of a luxury strategy and the exciting opportu- 
nities in this industry in emerging markets such as 
India. 


By appreciation, we make excellence in oth- 
ers our own property — Voltaire 


In corporate India, an attractive talent pool at the 
middle and senior management levels is being com- 
ing from the defence services. Officers with varied 
educational backgrounds from basic science and 
arts to specialisations in telecommunication, logis- 
tics, engineering and medicine are available with 
five to thirty-five years of experience. 

While the versatility and resourcefulness to per- 
form under challenging circumstances and skills of 
team work and man management are huge assets, 
corporate organisations would prefer these man- 
agers to fine tune in to areas like say corporate strat- 
egy, marketing or operations management. 
Specially-tailored management executive pro- 
grammes ease the transition for these 'trained yet 
not trained' managers to trade one battlefield for one 
of a totally different kind. 

Another section of executives who could add 
value to an organisation with the help of manage- 
ment executive programmes are the young call cen- 
tre/customer care executives. Educated, exposed to 


a section of global business and steadily develop- 
TA 


ing important soft skills, these rough diamonds are 
definitely worth polishing. 

The earn-and-learn incentive of a management 
executive programme works to the benefit of both 
sides. Corporate organisations catch them young 
and benefit from lower employee attrition rates while 
increasing the knowledge base. Participants are re- 
lieved of the stress to take a break from their jobs 
without having to address concerns of career 
growth. 

Companies are at a distinct advantage with the 
developing contracted programmes and demanding 
performance benefits. This puts the onus on the ed- 
ucation agency to provide the programme the com- 
pany wants in a way the participants fully grasp. 
Corporate entities that provide more education do 
better, which is another push towards setting up in- 
house management executive programmes. 


The continuing professional education of 
adults is the No.1 industry in the next 30 years — 
Peter Drucker 


The profile of business schools is changing dra- 
matically. Business schools (B-schools) are enrich- 
ing themselves in structure and functional diversity. 
The entrepreneurial spirit is being fuelled with the 
launch of programmes that attract the interests of 
managers with time constraints. Some B-schools 
are capitalising on the wide profile of their faculty to 
offer programmes with a core focus in business with 
a concentration in other areas. 

The changing profile of candidates with varying 
demands of programmes is forcing B-schools to be 
more flexible and responsive. The efforts are di- 
rected to develop a synergy between corporate- and 
university-based business curricula. Besides, man- 
agers at all levels, high-potential organisational 
members are influencing programme design as they 
develop skills for cross-functional and multicultural 
settings. B-schools are moving beyond the two-year, 
full-time MBA as the major programme offered to 
cater and constantly review the needs of their di- 
verse profile applicants. 

The executive MBA programme for example is a 
one-year course or a part-time option or even one 
conducted online. Certificate and diploma courses, 
conducted at the candidate's time and speed are out 
there for the asking. Business needs education, and 
education is a*business that's rising to meet the 
demand. 
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About the Institute 


Conceptualized as a centre of excellence in teaching, training, 
research and consultancy in International Business, GITAM 
Institute of International Business (Formerly GIFT) is 
acclaimed as one of the top-ranking B-Schools for 
. internationa! Business in the country. It is a part of 100- acre 
campus of 27 year old Gandhi Institute of Technology and 
Management (GITAM), Visakhapatnam, which is now 
declared as GITAM UNIVERSITY u/s 3 of the UGC Act 1956. 
The Institute has positioned some of the Internationally 
eminent and experienced faculty. It has the best core and 
visiting faculty, who have rich experience in the reputed B- 
schools and industry in the country. The Institute infrastructure 
includes computer center equipped with dedicated campus- 
wide fiber optical layered network with 32 Mbps leased line 
internet access, AC class rooms and syndicate rooms with 
multimedia equipment. It has excellent support facilities 
such as Knowledge Resource Centre, Advanced Digital 
Library, and student support facilities like separate hostels 
for boys and girls, Gymnasium, Tennis Court, Food Courts, 
Bank, Post Office, Medical Centre, Book Shop. With ‘top-of- 
the line’ infrastructure, the Institute draws excellent students 
from different parts of the country. It has a track record of 
100 percent campus placements. 








GITAM INSTITUTE OF INTERNATIONAL BUSINESS 


(Formerly GITAM Institute of Foreign Trade) 
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"A Run-of-the-mill MBA is a relic of the past. Today's MBA has to 

be Sector Specific" 

After its success with the flagship programme MBA (International 

Business), GIIB extends its brand to two new market-driven 

programmes in the area of its core competency. 
Admissions 

open for 
2009-11 Batch 


MBA (international Banking 




















and Finance) 

A unique MBA programme 
which nurtures the new age 
Banking and Finance 
Professional to pursue 
challenging careers in Global 
Financial Markets. It is an 
MBA with a major in 
International Banking and 
Finance with the most 
contemporary curricular 
inputs benchmarked with the 
best of its kind. 
MBA (Logistics & Supply 
Chain Management) 
There is a paradigm shift in the 
way business organizations do 
their business today. The shift is from disintegrated format into 
integrated extended enterprise management format which derives 
support from Logistics and Supply Chain Management. The MBA 
(Logistics & Supply Chain Management) is a unique programme 


e 100% placements in reputed 
companies 

e State of the art B-School 
Infrastructure 

e Exchange Programmes with 
B-Schools in Europe 

e 1? in South India in 
International Business 

e A+ category B-School 
(Business India-2008) 

e Dewang Mehta Award for 
B-School with best 
International 





Business Curriculum 


- . designed to nature professional to pursue careers in Logistics & 





Supply Chain Management to facilitate extended enterprise 
management system with the most contemporary curricular inputs 
benchmarked with the best of its kind. 

The candidate should possess a Bachelor's degree after a regular 
1042 years of education in the area; Commerce; Engineering / 





, Technology; Arts & Science with majors in Physics, Maths, Statistics, 


with an aggregate of 50% marks and should have taken CAT 08 / 
XAT 09 / MAT Dec 08 / Feb '09 tests. 


How to apply: 


You can get the brochure-cum-application by post from our GIIB office 
by sending a crossed DD of Rs. 1000/- in favour of our Institute or 
you can download the application from our website and send it duly 
filled in with a crossed DD of Rs. 1000/- 


Tue Te CH M LC 


The last date for receving filled-in applications : April 15, 2009 
GD & Personal Interview : May 2-3, 2009 
Counselling & Payment of Commitment Fee : May 15,2009 


For more details log on Website: WWW.glib.edu.in 


IIMs and XLRI have no role either in the selection process or in the 


conduct of the programmes. 


Gandhi Nagar Campus, Rushikonda, Visakhapatnam — 530045, AP 
Email: 
Ph: 0891-2840400, 2790505, Fax: 2790036 


Policy World 





Group For 
Free Trade 


by bill emmott 


EVERYONE KNOWS THAT THIS IS A GLOBAL RE- 
cession in which virtually all countries are 
suffering. Certainly, all the rich industrial 
countries of Western Europe, North Amer- 
ica and Japan are suffering badly, and unem- 
ployment is rising everywhere. At such 
times, itis commonplace and sadly correct to 
predict that nationalism and protectionism 
will rise in response to such economic stress. 
But not, surely, in my own country of Britain, 
the spiritual home of free trade and globali- 
sation, the country that in April will play 
host to a gathering expressly designed to 
avert such protectionism, namely the sum- 
mit of the G20, or Group of 20, countries, 
which includes India, China and other big 





As London 
hosts the G20 


England do not know about the articles of 
the Treaty of Rome that founded the EU, and 
nor do they care. What they do know is that 
their jobs are insecure, as the British econ- 
omy enters a severe recession this year. So 
their union organisers were looking for some 
way to put pressure on the Labour govern- 
ment, which is perceived to have rescued the 
banks, but not done much to help workers. 
The fact that Prime Minister Gordon Brown 
made a speech in 2007 at which he promised 
to provide “British jobs for British workers" 
meant that this small dispute over a subcon- 
tractors use of Italian workers could be 
given wider political resonance. That is why 
the strikes have spread. Everyone wants to 
attack Gordon Brown. 

When Brown made his speech, he was try- 
ing to deal with a growing controversy over 
immigration in Britain. Those who think 
Britain has admitted too many immigrants 
are not complaining about Italians, but rather 
about eastern Europeans and Africans. But 
foreigners are foreigners, which is why gov- 
ernments that pander to this kind of anti-im- 
migration prejudice risk causing much wider 


emerging economies? meet to seek a and bigger problems of nationalism and, ulti- 
Well, unfortunately even Britain is not im- global mately, retaliation by other countries. 

mune. In January, English workers went on " There is, unfortunately, no doubt that pro- 

strike to protest about Italian workers being solution to the tectionism, both against foreign workers, 

used at a French-owned (Total) oil refinery crisis, Britain foreign goods and even foreign capital is go- 


on the east coast of England. In other words, 
the target oftheir protests was a perfect sym- 
bol of the globalisation that Britain has long 
advocated and welcomed. Yes, it would be 
fair for readers to point out that British liber- 
alism was always dished out with a strong 
sauce of hypocrisy, especially during its im- 
perialist days. But for the past 30 years, Britain has been one 
of the most open big economies to foreign investment, and 
even, more recently to foreign workers, notably from central 
and eastern Europe. 

To see British trade unions complaining about the em- 
ployment of Italian workers is ironic. During the 1980s, the 
last time when unemployment was high in Britain, there 
was a popular television series called Auf Wiedersehen, Pet. 
It was about a group of construction workers from north- 
east England who went to Germany to find work (“Pet” is a 
north-east English term of endearment for a wife or girl- 
friend). If German workers had gone on strike in protest at 
the arrival of British workers, no doubt under-cutting their 
wages, the series might never have been made. But also, one 
of the fundamentals of the European Union — the free 
movement of labour — would have been destroyed. 

The strikers at that Total oil refinery and elsewhere in 


falls to 
protectionist 
tendencies 


ing to spread. Britain is far from the most 
guilty. France's President Nicolas Sarkozy 
caused outrage in Europe in February by an- 
nouncing a rescue plan for the French car in- 
dustry at the same time as calling for French 
carmakers to close their factories in central 
Europe to protect the ones in France. 

Such nationalism may seem quite reasonable to some peo- 
ple, especially when taxpayers' money is being spent. The 
question, however, is whether that spread can be contained, 
or whether it will suddenly become devastating and power- 
ful, like the bush fires recently in Australia. The G20 summit 
in London next month will be an important test of govern- 
ments' willingness to work together to limit the damage. 

The omens are not all that good. When the G20 met for 
the first time as the world's supposedly premier economic- 
crisis-fighting body, in Washington last November, the 
countries attending signed a pledge that they would not 
raise their trade barriers during the following 12 months. 
Immediately, two countries broke that pledge: Russia and 
India. Others have also done so since. Promises are cheap. 








The author is a former Editor of The Economist. 
policyworld.bw@gmail.com 
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HR background check fete NE 
Pride, Prejudice And | 


Other Pretensions 


NEELKANTH DHIR WAS RESTLESS. HE WAS AMAZED 
how one phone call could completely overturn a 
whole week of success and happiness into one of 
humming desperation. Digvijay Malik, head of 
a successful foods business, had called him, hav- 
ing found his number on the website of Fun & 
Folio (F&F) India, where Dhir was the CEO. 
“Pardon me for calling without an appoint- 
ment Mr Dhir,” Malik had said, “I am a little 
perturbed. And I need your help to understand 


the situation as it concerns your firm and my 


^ 


funds. Last month, your portfolio funds man- 
ager Sushant Deo had asked me to sell 30 per 
cent of my holdings in Belt-Lin India at Rs 73, 
insisting that he had market information about 
its plan to diversify which did not have a Board 
consensus. I agreed as I trusted him, and to be 
fair, he had taken some very wise decisions on 
my holdings in Capollo and Wertier, which 
saved me from losses. But I recall being reluc- 
tant about Belt-Lin. The next day the market 
closed at 78 and CNBC reported that the plans 
had been unanimously voted on, as expected. 
"To be fair again, Deo met me and apologised 
sincerely and even called Belt-Lin' s CFO in my 
presence for misleading us, etc. 
*But, I don't know Mr Dhir, how to say all this 
without making it look ominous. A similar thing 
happened yesterday with Kashi Vira, head of 
Mellon Media, the ad agency. He lost Rs 1.83 
lakh, and it turns out he had transacted through 
Deo whom I had recommended to him a few 
months ago. I am upset also because I had told 
Kashi about Deo and your firm after my timely 
exit in Capollo. Last night, Kashi spoke to me; 
his nephew, who is an accountant, examined the 
documentation and feels the shares were in fact 
not sold on the day the order was placed. I don't 
quite get the process, as I said I don't know how 
to say all this, but knowing Kashi's nephew is a 
senior manager at KPMG and clearly knows 
what he is saying, and after my own losses of 
Rs 3.5 lakh last month, I wanted to tell you that 


^*^ either this is not above board or Deo is a bad egg. 


"Then, I went back and cross-checked with 
another broker — let me say I don't feel inspired 
any more Mr Dhir. Please do not misunder- 
stand me, but I think you must get to the bot- 
tom ofthis. My lawyers may wish to confer with 
you in due course, Mr Dhir^ 


In God we trust; all others we virus scan... 


Author unknown 
by meera seth 





And ever since, Dhir had been restless. Deo of 
all the people could not be the harbinger of bad 
news. The man was pure gold. He had been 
shortlisted by the placement firm that F&F had 
been using for the past two years. During the in- 
terview, Dhir was impressed by Deo' track 
record — three years with Einstein & Bagel In- 
vestments, Washington, 14 months at Trade Ven- 
tura Bank, then one year as credit advisor with 
Globe Paper Bonds, Mumbai, when he met with 
an accident and was in traction for eight months. 
That was when hé approached the placement 
firm and was willing to work for much less, 


' knowing he had lost time and continuity. 


Dhir had liked the young man who spoke 
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with conviction about wanting to develop a new 
model that factored in emotional buys and sells 
into the forecasting techniques. Deo had an 
MBA degree from a reputed B-school and Dhir 
liked the package and hired him. So, while Ma- 
lik had had a bad experience, and he was willing 
to look into it, he had already set aside any as- 
persions that the early morning conversation 
had cast on young Sushant Deo. 

But, if only things could be set aside that sim- 
ply. Dhir had not reckoned with his mind, 
which like an urgent trader, kept bringing his 
attention to the little seed of doubt that Malik 
had planted. After tossing his thoughts around 
for two hours, he decided to take a look at Deo’s 
CV once again. So as to not draw attention he 
asked for the CVs of everyone in funds manage- 
ment. And then felt exhausted. Why am I over- 
reacting? But yes, a small reassurance would 
have helped, he thought. For something inside 
was nagging him. 

Tanvi, his assistant peeped in. “12.30 Neel,” 
she said. “Lunch with Kapilesh Kar... and two of 
the lifts have been shutdown for maintenance, 
so you want to start early?” The last thing he 
wanted now was lunch; so he said, “Tanvi, call 
off the lunch. Tell him I am busy.” 

But Kapilesh would not be put off so easily, he 
told Tanvi to pass the phone to Dhir, “Hello! You 
want me to come there personally and scrape 
you off your chair? Rishte mein bhai hoon! I will 
be waiting at the Willingdon for you.” 

Kapilesh was a cousin thrice removed, but he 
was also a batchmate from Mayo College. A 
paraplegic after an accident at 12, Kapilesh was 
on a wheelchair. And when he joined Mayo, the 
family pressed upon Dhir to be his shadow, and 
take care of him. At The Willingdon Club, 
where they met once a month, the menu was 
decided by Kapilesh — always. Dhir, who al- 
ways lodged a token protest, did not say a word 
today. "What's on your mind?" asked Kapilesh. 
And Dhir lied. 

They were chatting about their nieces and 
nephews in boarding school and about their 
German Shepherds... when the club manager 
led a young man to Kapilesh who, after excusing 
himself with Dhir said to Kapilesh, “Sir, we have 
just completed the task and need to finalise the 
prosecution orders; Vidyut-ji says it can only be 
a criminal case u/s 379 and 4.08 of the IPC; Sec- 
tions 65 and 72 for hacking can be suppressed if 
you insist, he says. So, after your lunch, we will 
meet Vidyut-ji here in the lawn cafe.” 

Kapilesh had not expected Prashant, his ex- 
ecutive assistant back so fast. The plan was for 
Prashant to discuss with Vidyut Sharma the cy- 


ber cop and then for them to meet the following - 


week. Clearly, things had escalated. When 


"After 


tossing his 
thoughts 
around for two 
hours, he 
decided to take 
a look at Deo's 
CV once again. 
So as to not 
draw attention 
he asked for the 
CVs of everyone 
in funds 


management." 
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Prashant left, a stunned Dhir said to KK, *What 
on earth was that? Why are you going around 
prosecuting people? We are simple folks KK! 
Why are you messing with cops and robbers?" 

Kapilesh nodded, *I agree, but what do simple 
folks do, when not-so-simple folks pervade their 
lives? Very undesirable what has happened, and 
the lad is no older than our Kuldeep !” 

Kapilesh ran Saffire, a product company that 
developed analytical software for call centres, 
among others. One of the products was Emo- 
Tone, a software that flagged calls in which, the 
customer was either angry or highly dissatisfied 
by monitoring inflection in voice. Saffire was 
developing this product for the Morro Group. 

"The key IPs behind this product are the nat- 
ural language processing and voice modulation 
techniques used to determine the emotions of 
the customer; explained KK. 


"The algorithm and set oftechnologies to cap- - 


ture the voice conversations are the critical 
pieces that feed the software, OK? The algo- 
rithms that have been created have taken count- 
less man years to develop and stabilise. Since 
this is a highly recognised need, there are many 
companies that have entered the race of being 
the first one to bring the software to the market. 

"Now, what kind of not-so-simple person dis- 
turbed my peace? I will tell you. A young man 
called Duleep Sinha, all of 28 years. He leads 
the technical team working on the algorithms. 
He has access to all aspects of the implementa- 
tion of the algorithm, and he is the team mem- 
ber who is responsible for breaking out the 
voice signals into chunks that the algorithm 
uses to monitor. So, he does not work on the al- 
gorithm directly, but is a link in the software 
factory, do you get my drift? As you have re- 
alised by now, he has access to supply the neces- 
sary data to the algorithm. 

"And what utterly uncommon act did he do? 
He passes on the information of what parts of 
the voice conversations are being used by the al- 
gorithm to a private client that he is working 
with in his spare time. Not only that, because he 
has access to all the design documents, he can 
give away the documents around this process, 
thereby leaking critical IP that can be utilised by 
competitors! And that is what has happened!" 

Dhir was alarmed. How could this be? He 
had thought firewalls were installed to prevent 
just this kind of betrayal; that is what his own 
IT chief had reassured him with whenever Dhir 
mentioned security. So he said, “KK, how can 
that be? With all the firewalls operating, it 
should not be very easy I would imagine!" KK 
shook his head, “Well he is within the company, 
no? So, the simplest thing in the world to do is 
to look at a document and save it in a flash drive, 
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or print it, so that you can review it at home.’ 

Dhir agreed, “Hmm... but then how would 
security pick it up? Will your server pick up 
copying of data onto pen drive?” KK now ex- 
plained, “We have a system in which they can 
see who has accessed what file. And there are 
any number of specialised software that moni- 
tor employee usage. It’s pretty easy these days; 
you need to only define your parameters. Once 
the software starts running it tracks everything, 
every single key stroke, every site you visited, 
every document you opened and sent in emails, 
everything!” 

Dhir was sharp, he said, “KK, didn't you once 
tell me that your organisation does not allow 
emails at work? If that is so, then how come the 
same ruling did not disallow pen drives? I mean 
it's like a movie theatre not allowing you to 
bring your own food in, but lets you cook food in 
the theatre!" KK said, *The only thing we don't 
do is a body scan, Neel; somehow I was averse to 
such suspicion. It just did not seem right. I 
mean, at one level we say we are a family, and 
then we go about frisking them. So I did not get 
that serious. And frankly, I have been casual 
about all this, because I trusted the fellows! 

*So that is what happened, you see! I relaxed 
the rules, didn't allow frisking, told them ‘we 
trust; emails from non-corporate vehicles 
started happening and I said, rehne do, after all 
these are young boys and girls and I did not like 
treating them as suspects! When I relaxed, they 
gave up being alert and forgot that there is still a 
silent software that is monitoring all actions!” 

Dhir was taking all this in as if in a trance. 
Then he said, *So now?"KK sighed and for the 
first time his face lost its geniality. “I hired a cy- 
ber cop to examine the situation and he hired a 
background checking agency to probe the an- 
tecedents of Duleep and the rest you heard from 
Prashant.” 

Dhir gasped, “KK! These are young boys for 
heavens’ sake! Technology is like that. Think, 
there was a time when there was no technology, 
and these things happened even then... can't 
you deal with this without getting in the cops?” 

“Neel, we are in an industry where the respect 
for a system is what governs fair play,” said KK. 
“It is an industry that works on trust, and we are 
constantly dealing with creative sorts who 
are very exacting in their demands, and we are 
forever willing to fulfil these... but, for a recipro- 
cation of trust. And when there is breach of 
trust, then this one micro system will destroy 
every other.” 

Dhir was thoughtful. Stealing data and steal- 
ing money... what a world we are in, where one 
is as bad as the other! “And I don't know about 
yours, but in ours, some unusual behaviours are 


“ 

We are 
already faced 
with a lot of 
‘misbehaviour’; 
we have situa- 
tions where an 
employee 
would abscond 
from work, 
and join 
another 
company after 
faking the 


signatures of 
our HR head!” 





cropping up, and if not stemmed in the bud, all 
hell will break loose,” continued KK. “We are al- 
ready faced with a lot of silent ‘misbehaviour’; 
we have situations where an employee would 
abscond from work, and go work in another 
company after faking the signatures of our HR 
head on a fake relieving letter! There was Arnav 
who absconded, basically left us without serv- 
ing the notice period. We usually did not do 
much to track down these employees as there 
were too many of them leaving every month. A 
few months later, I got a mail from a back- 
ground checking agency saying they were doing 
a BGC (background check) for Arnav, who had 
already joined Exetel. They also sent me his 
scanned relieving letter, which to my astonish- 
ment and anger had MY signature on it. It was a 
fake, and a very poor attempt indeed!” 

Dhir was intrigued and disturbed too. He won- 
dered what these youngsters thought that made 
them do this. So he said, “Then you need to keep 
your company letterheads in safekeeping?” 

“Oh”, said KK, “It is possible that they may 
have obtained them from a contact within the 
company, or maybe someone was careless and 
left them lying around; it is also possible to erase 
the writing on a used letterhead and use it to 
type an experience certification letter on. End- 
less possibilities with today’s technology like 
Adobe Photoshop, MS Paint, Corel Draw... these 
are techies, Neel, they can create something out 
of nothing! And in IT, the graphic artist works 
very closely with engineers so relationships are 
bound to exist. Sunit (a cousin) was telling me 
about a print shop he went to get his company 
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letterheads printed, and there he was shown 
samples of letter heads of all the big companies! 
So, it doesn't take much to get letterheads!" 

Dhir felt as if he was talking about a com- 
pletely different world. *Our banking industry 
seems like a kindergarten in comparison, KK, 
but then yes, our crimes are not technology 
driven. But tell me, when your boys go abscond- 
ing, do you find out where they go or what hap- 
pened to them? It should be easy to track them!" 

KK said, "They probably just join another 
company that does not do a BGC, or they just 
never show the Saffire experience in their CV's. 
Since they usually leave in less than six months, 
they would try and explain that period of inac- 
tivity to the next company, by saying that they 
were hospitalised for a serious ailment, or that 
they were involved in a property dispute, or were 
looking after their family business; and you can- 
not do a BGC on these, can you? I mean if a can- 
didate came and told you he was hospitalised af- 
ter an accident and, hence, could not work for 
6-7 months, can you ask him for proof?" 

Dhir experienced a distinct discomfort. His 
mind envisioned page three of a CV he had read 
only this morning. The CV of Sushant Deo. An 
accident during a service week with the victims of 
a factory building crash in Kolhapur kept me in 
traction for eight months. *But KK, how can you 
be so sure that all that you doubt is the truth?" 

“Oh, I never doubted the man, which is the 
funny bit. Never,’ said KK. “The software did 
record data traffic into a pen drive, but when the 
data security chief mentioned it once to me, I 
waved it away saying, ‘It’s ok, routine stuff. “But 
he was obviously concerned. He hired a back- 
ground check agency who unearthed a whole 
lot on Duleep. Then the nexus was more than 
apparent." Dhir was uncomfortable as he asked, 
"But didn't he find out that he was being paged 
and checked and policed?" KK shook his head, 
"The way they work, nobody finds out.” 

When he returned to the office, Tanvi had a 
30-minute time window with him to run over 
the minutes ofthe Rolpex meeting with him. As 
they sat checking and correcting, Sushant 
walked in with a smile. “May I take a second 
only?" he said; and placed before Dhir a plastic 
bag with a /addoo. “For you Mr Dhir, I did a spe- 
cial pooja yesterday for Mumbai's safety.” 

Then he added, “We may be called to place 
funds for the Jewel Bank, Abu Dhabi; I was ona 
conference call late last night, and the meeting 
has headed in the right direction.” Dhir smiled 
and nodded. “Keep me posted,” he said. And 
then, “Good job, Sushant,” and then, “Sushant... 
hold it please, I have a thought. I will handle 
Jewel Bank. Send me a briefing please?” The 
thoughts he had whipped around in the morn- 
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ing, came back with new shades and flavours. 

Tanvi watched Dhir through this. When 
Sushant had left, Dhir pulled out his mobile 
phone and opened ‘Notes’ where he had saved a 
number that KK had given him today. Handing 
it to Tanvi, he said, “This is the number of Lenny 
Dias; get him on my direct line please?” 

When Lenny Dias the senior agent at CopSe- 
cret took the call, Tanvi left the room and Dhir 
identified himself. “You may be aware of the 
vulnerability of investment companies and 
banks when they are dealing with multiple mil- 
lions of funds on client account. I am required 
to check out a few of my senior people to pro- 
vide a comfort position on them. As it happens, 
we are about to embark on a very major deal 
with a bank in Abu Dhabi. The client has asked 
us to conduct a formal check on the team mem- 
bers who will be on this deal. I felt a good place 
to begin would be the references that an em- 
ployee gives at the time of joining us. 

“We can begin with Sushant Deo who is the 
team leader. Although he had provided us with a 
reference letter from his ex-employer's HR as 
well as two other people personally known to 
him, we never conducted a reference check in 
such a manner. Let me say, we would invoke that 
reference only if we felt compelled. Mostly, the 
asking of references and the actual referral is in 
fact only a formality. But now that the client has 
asked for this..." and Dhir left it in the air. 

A week later Dhir called Lenny to check if he 
had made any headway. Lenny said, *I wrote to 
his last employer's HR head and am still await- 
ing a reply. I called them two days ago but was 
told the HR director will write an email. As- 
suming some organisations are slower than 
others, let us wait another two days.” Restless, 
Dhir called Sheila Jacob his HR head. *Sheila, if 
an organisation asks for references about a new 
employee, can the ex-employer choose not to 
reply or provide a non-committal reply?" 

Sheila was clear, *Very rarely would a refer- 
ence or the HR department give non-committal 
or no-replies. Even they understand that the 
employee's career may get jeopardised if they 
don't respond. I mean the only reason they stall 
is because there is some hanky-panky there!" 

Dhir did not like this. 
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POWERGRID: Expanding Horizons of 





Power Transmission 


An interview with Shri S.K. Chaturvedi, CMD, Power Grid 
Corporation of India Limited (POWERGRID) 

POWERGRID, a Navratna Public Sector Undertaking under the 
Ministry of Power, has been contributing significantly towards 
development of Indian power sector by undertaking coordinated 
development of power transmission network. 

Q1. POWERGRID has a leadership position in the power 
transmission sector. Kindly elaborate on your existing 
operations. 

Ans: We have been recognized as 
one of the largest and best-managed 
transmission utilities in the world 
with a huge transmission network of 
about 70,000 circuit kms of Extra 
High Voltage transmission lines 
with 116 Nos. of EHV AC & HVDC 
sub-stations having transformation 
capacity of about 77,000 MVA 
spread over the length and breadth 
of the country. In fact, in terms of 
turnover we are the third largest 
Power Transmission Utility in the 
world. POWERGRID has already 
set up a National Grid with an inter- 
regional power transfer capacity of 
more than 18,700 MW and plan to 
enhance it to 37,000 MW by the end 
of 11th Five Year plan. 
POWERGRID is the first power 
utility in India to be certified with 
Integrated Management System 
comprising ISO: 9001 for Quality 
Management, ISO:14001 for 
Environment Management and 
1SO:18001 for Occupational Health 
& Safety. During the year 2006-07, 
POWERGRID achieved the 
distinction of being the first power utility & second company in 
the world to get certified with PAS 99:2006 integrating the 
requirements of ISO 9001:2000, ISO 14001:2004 and OHSAS 
18001:1999. 

Q2. What kind of innovative steps has been taken by 
POWERGRID in development of new technologies in 
transmission sector? 

Ans: POWERGRID gives major thrust to Research & 
Development activities and seamless integration of new 
technologies. R&D efforts have led to implementation of 
transmission towers with reduced right-of-way requirement, use 
of high temperature endurance conductor, remote controlled 
substations, application of FACTS and compact substation 
layout. 

In order to meet the long-term power transfer requirement and to 
take care of environmental considerations, development of an 
overlaying Super Grid comprising 1200kV UHVAC system is 
being envisaged. A 1200kV UHVAC Test Station along with a 
1200kV test line is being established at Bina substation in 
Madhya Pradesh (Western Region) of POWERGRID, as a 
collaborative effort with equipment manufacturers, for 
indigenous development of 1200kV equipment in India. 

Further, POWERGRID is also getting ready with its action plan 
to implement +800kV, 6000 MW HVDC Bi-pole line from 
North Eastern Region to Northern Region (Agra). This shall be 
the first of its kind (+800kV HVDC line) having the largest 
power carrying capacity and transmitting power over distance 
more than 2000 Kms. l 





On the Grid Management front, modernization of Regional Load 
Despatch Centres, establishment of State/Sub-State Load 
Dispatch Centres and dedicated communication facilities, along 
with implementation of Availability Based Tariff in all regions 
have helped in improving grid stability, system availability and 
economy of operation. As a result of this, there have been no 
major grid disturbances in any part of India during last six years. 
For overall co-ordination at national level, National Load 
Despatch Centre (NLDC) has been set up at Delhi with back up at 
Kolkata. NLDC is the apex body to 
ensure integrated operation of the 
national power system. 

Q3. Tell us about POWERGRID's 
diversification into consultancy 
and telecom sectors. 

Ans: We have strong expertise in 
various facets of Power Transmission, 
Sub-transmission, Distribution and 
Telecom sectors and we are utilising 
this expertise to offer consultancy 
services worldwide. During the year 
2007-08, POWERGRID secured 32 
nos. of new consultancy assignments 
with project cost (including 
consultancy fee) of over Rs.2,000 
Crore. 

In Telecom business, we have 
installed over 20,000 Km. Telecom 
Network on our transmission 
infrastructure and connectivity has 
been provided to all metros, major 
cities & towns. We are one of the few 
telecom players with a marked 
presence in remote areas and we 
CMD have acquired IP-II, ISP Category A 
& NLDO licenses to provide a 
variety of services. Our customers 
include prime Telecom companies, prestigious Government 
organizations and various Government Ministries. We are also 
planning to attract customers from entertainment and 
broadcasting industry. 

Q4. What are your overseas plans? 

Ans. It is very important to broaden the base of businesses by 
having presence globally. This provides not only necessary 
know-how and exposure to the international business practices 
but is also important for development of our employees. 
POWERGRID with its strong in-house expertise in various 
facets of Transmission; Sub-transmission, Distribution and 
Telecom sectors, is already having presence through offering 
consultancy services at international level. 

We are currently working in Bhutan, Nepal and Afghanistan. 
Last year, we further broadened our customer base 
internationally by securing an Engineering Consultancy 
assignment for 2 nos. 400kV GIS Sub-stations and associated 
Overhead Transmission Lines in Dubai from Dubai Electricity & 
Water Authority (DEWA). We also made foray into Nigeria and 
are providing Consultancy to Power Holding Company 


Shri S.K. Chaturvedi 


of Nigeria (PHCN) for Review and Updating of 


Telecommunication and Substation Automation Systems 
Specifications. Discussions are also in advanced stage with 
Myanmar and Sri Lanka for inter-connections. 

Besides this, we are in touch with various concerned authorities 
for such consultancy jobs in Qatar, Central Asian countries such 
as Kazakhstan and even the USA. 
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WHEN INTENTION MEETS OPPORTUNITY, IT IS A 
perfect environment for fraud. While there is 
not much that can be done about a person’s in- 
tentions, there is a lot more that could have 
been done to control the opportunity, as is evi- 
dent in this case study. 

Over the past decade, the changing scenario 
of the Indian economy gave rise to an exponen- 
tial demand for manpower. The pressure for 
rapid scale-up created a culture of opportunity, 
which suited people who wanted to mislead, ex- 
aggerate or blatantly lie in their resumes. 

There are a few fundamental tenets that give 
rise to resume frauds. 

e All crimes against a corporate are perceived to 
be victimless crimes. 

e White-collared crimes are more safer and, at 
times, consistently more lucrative than conven- 
tional forms of deceit. 

e Employers too prefer to demand resignations 
rather than send a message by terminating 
fraudulent employees. 

The laws of our land are not well defined 
to protect employer interests against wrong in- 
formation. Employers do not quantify the tan- 
gible losses and risks that a small cost can save, 
while pursuing the historical process of recruit- 
ing on face value. Considering the amount an 
organisation spends on recruitment, training 
and managing a resource, wrong recruitment 
can be a costly error. 

In addition, there is a serious lack of public 
record databases in India, which allows fraud- 
sters to circulate undetected. In countries 
such as the US, criminal record databases, 
credit history records and universal social 
security numbers facilitate tagging of such un- 
desirable profiles. 

Why is Sushant Deo a potential risk to Dhir 
and his organisation? Unfortunately, the cases 
of Sushant and Duleep (in KK's company) are 
not unique. 

The risks of ‘unscreened’ employees range 
from the trivial to some very serious ones. In 
India, this fudging takes place in about 7-10 per 
cent CVs, which is far higher than in the US or 
Europe. The most common form of falsification 
is exaggerated salary. Either the candidate for- 
gets to mention that the salary figures he men- 
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tioned included a variable, performance-linked 
bonus, etc. Or in more serious cases, he will just 
present a doctored pay-slip. In either case, he 
basically ends up getting a much higher salary 
jump between jobs, than he deserves. 

Higher up the risk scale are people who 
fudge their education or employment back- 
ground. There are numerous instances of fake 
educational records, of people claiming to have 
acquired higher degrees than they actually 
have. Or, a more classic case will be of an indi- 
vidual, who has a gap in his education or em- 
ployment, and will paper it over by saying he 
was working in the 'family business' or had a 
‘personal crisis, or (like Sushant Deo) was re- 
covering 'from an accident. All of which draw 
an employer's natural sympathy, and are diffi- 
cult to dispute. 

The most dangerous of such cases are candi- 
dates who have a past criminal history, or have 
been terminated from a previous company, be- 
cause of fraud or behavioural issues. These kind 
of employees have clearly shown dangerous 
tendencies, and no organisation would want to 
tolerate having such high-risk employees. 

These are not such imagined situations. 
These are some of the real stories that back- 
ground screening agencies discover when they 
dig into a candidate's past. 

The human resource will always remain one 
of the most potent routes for risk to enter an 
organisation. In India, on average, close to 
10 per cent of CVs are found to contain fake in- 
formation. But you multiply that and it means if 
you run à 1,000 strong organisation, you are 
likely to have almost a hundred employees, who 
have lied, hidden or faked something about 
their past. A hundred employees who have 
access to other employees, clients, data, finan- 
cial health, etc. 

A blemish, a lie, a crime in the past does not 
necessarily mean that the person must be 
branded as a criminal, and never given a second 
chance; but the fact that the candidate is willing 
to continue to lie about it is not a good first step 
towards reform. In today's troubled times, every 
organisation must do all it can to safeguard its 
own interests, and those of all its stakeholders. 
And from that perspective, it is better equipped 
if it has does not allow risk in the form of a dis- 
honest employee. 

People risk is — and will continue to be — one 
of the major internal risks an organisation is 
exposed to. By understanding its nature, dam- 
age potential, and adopting effective back- 
ground screening programmes, organisations 
can insulate themselves from this risk to a large 
extent. The key to achieving this is to balance 
employee goodwill and strong controls. 
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Truth 


THE RESTLESSNESS OF DHIR AND DISAPPOINTMENT 
of Kailash highlight a key area, which has not 
been accorded priority in the recruitment 
process. In their rush to hire, majority of the 
companies tend to forget that reference checks 
(RC) may be the only way to discover informa- 
tion that would point towards an unsatisfactory 
performance or misrepresentation. 

No matter how experienced your interviewing 
skills, there would always be prospective candi- 
dates who would be able to deceive you. No 
doubt defining the job specifications, scanning 
the talent pool and evaluating candidates are in- 
deed the important stages of the recruitment 
process. But equally important is to conduct the 
formal RCs to ensure hiring of top class talent. 

As all of us would have already discovered in 
our own organisations are all about people. The 
challenge is how to get the best person in the 
right job. Hiring the best talent is indeed an im- 
portant activity, and it involves huge time com- 
mitment from the various stakeholders. Hence, 
itis important that RCs are done in a timely and 
structured manner. After all, you do not want to 
find out later that you made an offer to a candi- 
date with negative RC reports. 

For any background check to be meaningful, 
it is absolutely critical to ensure high level of 
trust and confidence between the person con- 
ducting the reference and the referee. Also, lack 
of preparedness and having limited information 
about the referee will certainly lead to poor qual- 
ity of feedback. It is essential to let the referee 
know well in advance the purpose of the call, 
name ofthe candidate and ensure sufficient time 
is blocked for the call. It is extremely important 
to remember that proper RC are an essential 
condition for success in any assessment. 

At an early stage, the candidate's basic creden- 
tials such as educational background, employ- 
ment history can be checked, and for this exercise 
it would be better to involve companies specialis- 
ing in background checks. These checks will 
identify cases like a candidate mentioning that he 
was an MBA from one ofthe IIMs, when in real- 
ity he had attended only the one-week executive 
programme. The other common false claims 
could be names of educational institutions, rank- 
ings and marks in examinations, incorrect em- 
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ployment dates to hide employment in a small 
company or to cover up quick job moves. 

The next phase in the RC is to speak to people, 
who have worked closely with the candidate. 
Also, through this reference you are able to 
check emotional intelligence competencies, 
which are extremely important for a candidate's 
contribution in an organisation. 

The final stage of the reference process is to 
check the synergy of the candidates competen- 
cies with those required for the position under 
consideration, and to look at the candidate's 
growth potential in the company. This part of 
the reference check is the most critical, and the 
methodology followed will decide the quality of 
the reference you ask for. First, for the RC to be 
meaningful, it is recommended that referees are 
carefully selected — they should be independ- 
ently identified and not limited to those provi- 
ded by the candidate. The questions to be addr- 
essed to the referee need to be carefully drafted, 
taking into consideration the working relation- 
ship between the candidate and the referee. 

To ensure credibility of the process, it is es- 
sential that the reference check is done in a for- 
mal manner. The person taking the reference 
should ask competency-based questions and 
the referee's response should clearly indicate 
the situation in which the referee has observed 
the candidate, the way in which the results have 
been achieved and any evidence about the spe- 
cific competency level. It is critical that the ref- 
erees are sharing experiences directly observed 
by them and not based on hearsay/perceptions. 
Therefore, while speaking to the senior of the 
candidates, questions would focus on areas 
such as result orientation, strategic mindset, 
business acumen; from his peers the questions 
should cover collaboration and influencing; 
and from subordinates, the feedback would 
cover leadership style, management skills, etc. 

Then comes the crucial issue of his being fit 
for your organisation. RCs are very helpful in 
addressing questions like whether a candidate 
will do wellin an MNC or in an Indian company 
or will he/she be successful in a start-up venture 
or be suitable for a well-structured existing or- 
ganisation. Even industry segments that would 
be an ideal career path for the candidate some- 
times get identified as part of the RC. 

Companies should insist on RC being part of 
the search process. This will ensure good quality 
hiring across all levels. Superficial references add 
no value, and rigorous references are essential. 
Conducting RC should not be seen as lack of faith 
in prospective employees, but as an ongoing in- 
gredient for organisation building. Therefore, 
standardised hiring processes must include a se- 
rious background checking process. 
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Vogue 
How to deal with 


IS ALL THE NEWS ABOUT THE GLOBAL RECESSION 
causing your blood pressure to skyrocket? 
Stressed out by the jobs lost by your 
neighbour and your best friend? Feeling 
blue because the money you invested in 
stocks and mutual funds has shrunk to half 
its value? Tense because the increment you 
were looking forward to has suddenly 
become a mirage? 

Work can be stressful at the best of 
times. But when you are battling the kind 
of economic conditions that we are 
experiencing today, stress levels reach a 
whole different level. Luckily, there are 
also dozens of ways to combat all that 
99 stress. Depending on what suits your per- 
sonality and your tastes, pick from the 
options given below. 
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^. PHOTOGRAPHY 


This is one of the best stress busters. Whether you are 
shooting street scenes, portraits or wildlife, photography can 
help you focus, soothe those frayed nerves, and generally 
revive your mood. 

Digital photography has made taking pictures an affordable 
pastime. You invest once in the camera and the memory stick, 
and you shoot for what seems forever. Entry-level digital SLRs 
are, of course, the best option if you are planning to do any 
serious clicking. But if you don't really fancy investing in or 
carrying too many lenses that go with the SLR territory, you 
can still do some serious shooting by going in for one of the 
Superzooms — cameras which offer many of the same manual 
controls that an SLR does, but with the convenience of a fixed 
lens with wide-angle and zoom options. 

The latest in this category is the Nikon Coolpix P90, a 12.1 ec 
megapixel compact camera with an incredible 24x optical zo- 
om allowing you to shoot from 28-mm wide-angle shot to 624 CLICK START: Nikon 
mm (zoom end) — 35 mm equivalent. The P90 will be shortly Coolpix P90 offers the 
introduced in India and is expected to cost around Rs 25,000. joys of a superzoom in a 
Nikon is hoping to take away the market from such superzoom compact form and 
champs as Panasonic, Sony and Olympus with its camera. costs about Rs 25,000 


30 MARCH 2009 84 BUSINESSWORLD 








depressing times 


-A 


BLOOMBERG 










HOP, SKIP OR DANCE 


Aerobic exercises have always been considered excellent 
for beating stress. Sustained aerobic sessions release 
endorphins which elevate your mood. That apart, study 
after study has shown that a vigorous session of 

aerobics can reduce your stress hormones, give your 
heart, lungs and other body parts a much-needed tune 
up, and generally allow you to meet tense situations with 
much more equanimity than you would have otherwise. 

You could, of course, get your quota of aerobic exercise 
the old fashioned way — by brisk walking, jogging, running 
or skipping rope. But many exercise coaches also advise you to 
try out dance-based workouts. They are often more enjoyable 
than running alone, and they give you a high that lasts for 
quite some time. 

You can find dance-based aerobic workouts being 
offered in almost every gym today, apart from the 
multiple dance classes that have sprung up in most 
neighbourhoods. Jazz, Salsa and fusion dances are all 
good options. If you have tried them all, and not found 
them to your liking, try out belly dancing. Apart from 
burning calories, belly dancing has the advantage of 
teaching you muscle control and being low impact to 
boot. That means your joints are spared the pains of the 

more vigorous dance forms. 


BELL THE FAT: Many 
fitness centres now offer 
belly dance and hip hop 
Classes for about 

Rs 2,500 a month 
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CHILL OUT WITH MUSIC 


Ifthe only way you can get that temper under control 
is by listening to good music, so be it. Keeping your 
music with you all the time, and listening to it at any 
place and any time has become really easy since the 
advent of MP3 players. Apple of course redefined the 
personal MP3 player with its range of iPods. The 
newest iPod Shuffle, which packs 4 GB in a size half 
that of a Wrigley's chewing gum, sets new benchmarks 
in minimalism. 

Of course, when you go that small, and shed every- 
thing including volume control buttons, you also spoil 
some of the pleasure. You could stick with a Nano or a 
Classic instead unless you want to invest in the Touch. SMALL PLEASURE: 













ul 


If you are one of the people who don't actually want Apple's new iPod 
to pick an Apple, check out rival MP3 players from Shuffle is priced at $80 
Creative, iRiver, Sony and Philips. (Rs 4,200) 


30 MARCH 2009 85 BUSINESSWORLD 






e 


THIS APRIL 
IT S ALL ABOUT 


, MOVIES 
, STARS & 
ACTION 


WATCH OUT FOR THE Y 


SUPERSTAR 


» 


A SPORTS | 


FIGHT NIGHT 





ge^ 


12d a Oo ea Be ol ee Ə 





REAL AND VIRTUAL: 
A punching bag is a good 
stress reliever. Boxing 
video could also help 


LEAGUE 


^h. FIGHT IT: WESTERN STYLE 


. Í v Close your eyes. Picture the guy who has caused you most aggravation. 
STARTS TH APRIL And now use your fists to good use. Beat him to pulp. After 15 minutes ^ 
of punching, you will find yourself soaked in sweat, devoid of all 
FV E R Y N IG HT Í Í PM A PPROX : tension, and feeling euphoric to boot. | | | 

You don't need to invest much for this particular method of 

busting stress. A speed punching bag, in its most basic variant, costs 
roughly Rs 2,000. You could hit it with your bare knuckles. If you 
want to protect your fists, invest a couple of thousands in a pair of 
decent boxing gloves. Since you are only venting your steam on a bag 
and not a real life opponent, you can go in for the cheapest pair you can 
find. When you work your way up, you can invest about Rs 7,000 in a 
heavy bag — but remember, this one requires a good hanging support 
and is useful only if you have learnt to hit really hard. 

Want to get all the pleasures of fighting but without the physical 


! exertion involved? Wait a couple of months to buy the Fight Night - 
Round 4. This video game allows you to choose from boxing legends 


such as Ali, Tyson, Sugar Ray, Foreman and Frazier, and pit them 
against each other. Initial reviews suggest that the graphics and engine 
of this game far surpass any of its competitors. And it allows you to 
put yourself in the shoes of your favourite boxing legend — without 
actually getting hurt. 
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CUTTING 
EDGE: 
FIGHT IT: ORIENTAL FASHION Kenjutsu, 
i CEN à i the Japanese 
The virtues of Oriental martial arts are many. Apart from pro- iit of aota 





viding a good aerobic workout, they help you tone up your body, 
learn the basics of self-defence, and teach you how to keep your 
temper in check. 

The gamut of options available to you in terms of the martial 
arts style can run into pages. You could pick one of the many 
styles of Chinese Kung Fu or opt for one of the Japanese Karate 
styles. That apart, there is Tae Kwon Do, Muay Thai, Aikido, Jiu 
Jitsu and many others. If you want to de-stress without actually 
learning anything violent, you could go for Tai Chi — which uses 
super slow and graceful movements to give you almost all the 
benefits of any of the martial arts, but without the violence asso- 
ciated with them. 

If you want to learn something really different, try out 

Oriental sword fighting. Kenjutsu, the Japanese art of sword 
fighting is gaining in popularity. You could learn the basics for as 
little as Rs 500 per month, using wooden staff and wooden 
swords. Once you have advanced a bit, you could try out the gen- 
uine stuff by picking up either Samurai or other Japanese 
swords. If you are on a limited budget, stick to replicas, which 
can be had for less than Rs 50,000. If you want to go for the real 
McCoy, be prepared to spend upwards of Rs 2 lakh for swords 
such as the Tameshiwara. 

With inputs from Vishal Krishna and Shalini S. Sharma 


fighting, is 
the latest in 
martial art 
options 
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P RICE MOVEMENTS: A beach house designed by architect Robert Venturi and his wife Denise Scott Brown was sold 
for $1 in New Jersey, but its 95-mile long journey to the new destination, Long Island, cost $100,000. 
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BROWSING 

Sam Santhosh 
MD and CEO, 
California Software 


| am reading Outliers 

by MALCOLM GLADWELL 
and Human by MICHAEL 
S. GAZZANIGA. Gladwell 
uses his trademark style 
of logic and provocative 
ideas to explain why 
some people are more 
successful than others. 
And Gazzaniga explores 
the events in our 
evolutionary trail that 
contributed to making us 
unique. My favourite 
genres are science and 
historical fiction. 

| recommend Your Inner 
Fish by Neil Shubin. It is 
a fascinating but simple 
book that explains how 
human organs evolve. 





Sensing Your 
Buying Habits 


by dharmendra d. 


BUY.OLOGY HOW EVERYTHING WE BELIEVE 
ABOUT WHY WE BUY IS WRONG; BY MARTIN 
LINDSTROM; PUBLISHER: RANDOM HOUSE; 
PAGES: 240; PRICE: Rs 1,397 


MARTIN LINDSTROM IS A BRANDING EXPERT AND 
brand futurist. The next time you want to know 
why your lipstick brand no longer has the gloss 
in the mind of the consumer, you might want to 
call him. The author comes from a rich market- 
ing background, including stints at Lego (ap- 
parently his childhood obsession) and BBDO. 

Lindstrom does to marketing research with 
BUY.OLOGY, what Daniel Coleman did to our 
lives with Emotional Intelligence. He uses find- 
ings from various experiments by him and 
others to push for the relevance of using neu- 
roimaging, {MRI (functional Magnetic Reso- 
nance Imaging), SST (Steady State Topogra- 
phy) and other such techniques to literally look 
into the mind of the consumer. 

Will you have the same confidence in the find- 
ings from your market research agency once you 
know they have gathered their data and ana- 
lysed findings based on the standard methodol- 
ogy of questionnaires and focus groups? Or 
would your client have more confidence in your 
findings if you threw around an expression such 
as “But there was increased activity around the 
nucleus accumbens in the case of 250 of the 300 
women in the survey when we showed the 
model against the mauve silk background...” 

Lindstrom presents Buy.ology by introducing 
the field of neuromarketing using the analogue 
of a Venn diagram — an overlapping of quanti- 
tative, qualitative marketing research and neu- 
romarketing is what the author believes will be 
the future of marketing. His contention is that 
traditional marketing research techniques are 


MARTIN LINDSTROM is one of the world’s most 
respected marketing gurus. With a global audience 
of over a million, Lindstrom spends 300 days on the 
road every year, advising top executives of companies 
such as McDonald’s, P&G, Nestlé, Microsoft and 
GlaxoSmithKline. His previous book, BRANDsense, 
was acclaimed by the Wall Street Journal as one of 
the five best marketing books ever published. 


no longer sufficient. “The future of advertising is 
not in smoke and mirrors, but in mirror neu- 
rons,” he quotes someone in the book. 

The book rests on some pioneering research 
by Lindstrom in 2003 across five countries — 
Germany, the UK, US, China and Japan. While 
the first two countries were chosen for technical 
reasons (due to the partners in the study), the 
rest were chosen due to the nature and relevance 
of their markets. 

The study aims to extract insights on what 
consumers are really thinking when they say 
they dislike or like something. These insights 
are derived by observing activity in various 
parts of the brain while research subjects go 
through the motions of responding to the re- 
search questions. Lindstrom begins the book 
with a startling result of the consumers re- 
sponding to no-smoking campaigns and some 
fairly predictable results about the Nokia ring- 
tone. The study on anti-smoking campaigns, 
which included disturbing images and warn- 
ings about the ills of smoking on cigarette 
packs, revealed that the images ended up en- 
couraging the respondents to have a smoke, 
rather than dissuading them as intended. 

Nokia’s ubiquitous default ringtone is not as 
popular as the company’s marketers would have 
liked to believe. Although this is mostly due to 
its ubiquity and also perhaps due to the fact that 
quite a few people do not change their default 
ringtone, Lindstrom’s suggestion to the com- 
pany was to change this to avoid creating nega- 
tive associations with the brand due to the irrita- 
tion of ringing cellphones in consumers’ minds. 

Lindstrom takes the reader through various 
studies, while peppering the reader with some 
brand trivia like the one on U2's Zooropa 
and Audi. The opening track from U2’s 1993 
album with the same 
name begins with 
the words Vorsprung 
Durch Technik, which 
accompanies Audi's 
ad campaigns. 

The author enters 
some new territory 
while comparing the 
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mindspace occupied by cult brands such as 
Apple to that of religion. Along the way, he talks 
about what he calls “smashable brands" (such as 
the Coke bottle you would recognise it even if 
you found only a piece of it) and debunks the 
role of sex and celebrities in advertising and 
talks up personal branding — Richard Branson 
and Paris Hilton being cases in point. Lind- 
strom sees increasing relevance of the phenom- 
enon of personal branding. 

While the book and its studies are definitely a 
refreshing change for those readers who haven't 
read anything interesting on branding since 
Ries and Trout, or say, Seth Godin in recent 
times, one would perhaps still have to wait for 
something similar on the fickle Indian con- 
sumer. Until then you have to make do with 
books such as Games Indians Play by V. Raghu- 
nathan or We Are Like This Only by Rama 
Bijapurkar. Also, one would definitely think 
twice before plonking $7 million down on a 
study like this, especially in interesting times 
like the one we are in. And for those of you who 
wondered what the nucleus accumbens was — it 
is the medical name for your craving spot. 


SELECTION 1 


aT 


AVENTURES 
IN MEGACITY 


Discovering 
Delhi 


DELHI ADVENTURES IN A 
MEGACITY; BY SAM MILLER; 
PUBLISHER: PENGUIN BOOKS; 
PAGES: 284; PRICE: Rs 499 


Sam Miller 





DELHI, WITH ITS PAROCHIAL 
quality, has long been derided as a sleepy city 
with no identity of itself, or at best described by 
some as one that could have been pleasant, if it 
wasn’t for Delhiites. As any self-respecting 
Mumbaikar would (his wife is from Mumbai), 
Sam Miller also did not like Delhi when he first 
moved to the city. There was no clear heart to the 
city, and he found most people to be particularly 
irritable, to say the least. 

When Miller, a London-born journalist, long 
associated with the British Broadcasting Corpo- 
ration (BBC) as its correspondent and managing 
editor for South Asia region, came back to the 
city in 2002, he found the city changed, and that 
is where his story starts. With Connaught Place 
at the centre, Miller literally spirals through the 
city, threading the streets, exploring every corner 
of the city he “loves and hates all at once”, and 
which “captivates and astonishes” him. 

Miller describes the city as it is, in its moder- 
nity and contradictions, through innumerable 





anecdotes — from the dedication of the Poor- 
vanchalis or the migrants from eastern Uttar 
Pradesh and Bihar, who worship the sun during 
Chhath Puja and cause traffic snarls on Delhi 
roads, while disgruntled businessmen are stuck 
in their cars in the merciless afternoon heat, to 
the story of this Oudh royal family that lives in 
near-penury in a ramshackle hunting lodge 
called Malcha Mahal on the Delhi Ridge. 

Miller wanders through Paharganj and its 
Israeli tourists, the deserted historical forts, a 
cow slaughter house in Sadar Bazaar, ending his 
walk in Gurgaon. “For better or for worse, 
Gurgaon is probably the future,” concludes 
Miller. Let us still hope it is not. 

—Noemie Bisserbe 


NN 


Hues Of A 
White Sari 


DEEP IN THE VILLAGES OF TAMIL 
Nadu, Kerala and Karnataka, 
there are Agraharams, a 
cluster of houses where the 
Brahmins live together. THE 
TOSS OF A LEMON (Ran- 
dom House Canada) is a story set in one such 
Brahmin quarters of a Tamil village, Cholapatti. 
It is a story that begins in the 1890s and pro- 
gresses through to the 1950s, depicted through 
the eyes of Sivakami, the 10-year-old bride of an 
astrologer, Hanumarathnam. Widowed at 18, 
how a resilient Sivakami manages her family, 
despite being dutiful of the customs of the day, 
which requires her to shave her head and es- 
chew all human touch, is the core of the story. 
The evocative title refers to the method used 
by Hanumarathnam to determine the time 
when his child is born — when the midwife 
tosses a lemon out of the window, signalling 
birth, and he prepares the charts. And it is in the 
charts that the whole plot of the book is crafted 
— when his son is born and he makes the horo- 
scope, Hanumarathnam knows at once that he 
is ordained to die within three years, and pre- 
pares Sivakami to manage on her own. 
Unfortunately, author Padma Viswanathan 
does not fully exploit the opportunity to bring 
alive the village setting or the characters. In fact, 
the book — over 600 pages on one family, albeit 
three generations — tends to drag after a point, 
and could have done with some editing, or with 
some stronger character delineations. Still, de- 
spite its lulls and pauses, the book has its beauti- 
ful moments, and is worth savouring slowly. 
—Chitra Narayanan 
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CUTTING FOR 
STONE 

BY ABRAHAM 
VERGHESE 

RANDOM HOUSE 
INDIA 

From the acclaimed 
author of The Tennis 
Partner and My Own 
Country comes this 
unusual and exquisitely 
crafted tale of Marion and 
Shiva Stone, born of the 
unfathomable union 
between Sister Mary 
Joseph, a gentle 
Malayalee nun, and 
Thomas Stone, a brilliant 
British surgeon. Raised in 
the world of medicine, 
described with lyrical 
passion by Abraham 
Verghese against the 
backdrop of raging 
Ethiopian politics, the 
brothers have a fall-out 
so bitter that Marion 
flees to America. But 
when his past nearly 
destroy him, he returns to 
reconstruct it. This is a 
magnificent narrative that 
stretches across four 
continents, and is held 
together by Verghese's 
masterly writing. 
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With the slump 
will come bad 
debts, which we 
prefer politely 
to call ‘non- 
performing 
assets ; this 
time, it will be 
bad personal 
borrowers 


TRADITIONAL BANKS IN THE WEST NEVER THOUGHT 
twice about lending to their rich clients. They 
understood that rich people’s incomes went up 
or down while their desires brooked no waiting. 
If a country house caught a client's eye or he felt 
like sailing to Grenada with his paramour, all he 
had to do was to take his banker out for lunch; 
everything could be settled in an 
hour. Though not so readily at their 
clients' service, Indian banks took an 
equally benign view. 

That suddenly changed after the 
1971 nationalisation. Favours to per- 
sonal clients came to be frowned 
upon, and close relationships with 
them looked on with suspicion. Na- 
tionalised bankers soon learnt the 
lesson, that they were serving the 
great socialist god and must finance 
projects of national development. 
Consumption was evil; financing it 
was treason. An occasional overdraft 
might be given after an old depositor 
had kowtowed suitably and given 
solid collateral; but it must be recov- 
ered before too long. 

This new patriotic morality was 
first diluted when the government issued li- 
cences to a few private banks in the early 1990s. 
They found it difficult to penetrate the long- 
standing relationships between nationalised 
banks and their clients; few businessmen would 
have dared to enrage the government bank that 
had been his principal source of credit for ages 
and move to an untried little private bank. Thus 
frustrated, some of the private banks started to 
consider personal loans against solid security. 

The 1990s were also the time when credit 
cards began to catch on in India; and since the 
Reserve Bank made it difficult for others to en- 
ter the business, banks captured the credit card 
business. It involved personal credit, but under 
restrictive conditions. Most of it was for less 
than a month; if a customer did not pay in time, 
he would soon find his credit card cancelled. 

Then came the slowdown of 1997 and after; 
business borrowings could no longer keep up 
with banks' lending capacity. Businesses 
stopped repaying loans. The hard way was to 
write off bad debts; banks naturally preferred 
the soft way, which was to give more loans — 
they brought down the ratio to credit of ‘non- 
performing assets, in other words, bad debt. 


BLOOMBERG 


In the late 1990s, the balance of payments be- 
gan to improve, and foreign exchange reserves 
started rising. As they rose, domestic money 
supply increased. Businesses' cash balances 
went up, and they needed to borrow less. The 
government grew more relaxed, and allowed 
businesses to borrow abroad; so they needed 
domestic banks less. As business loans slowed 
down, banks began to give personal loans. The 
growth in personal credit was phenomenal. Its 
share in new loans was roughly a quarter in the 
early 1990s. It went up to a third by the end of 
the decade. By 2005-06, it had risen to an as- 
tonishing two-thirds. Its share in total credit 
rose from about 9 to 23 per cent. 

That was the time the government disman- 
tled the barriers it had created in the financial 
markets, which had reserved housing loans for 
specialised institutions. Banks took to housing 
loans with relish; their fervour increased when 
the housing boom began in 2002. By 2005-06, 
half of the banks' personal credit was going to 
real estate. Car loans also caught on, though 
banks faced competition from the car manufac- 
turers, who set up their own car finance arms. 

The number of credit cards has gone up from 
3.7 million in 2000-01 to 27 million. But the 
business remains relatively small. Indians are 
typically cautious borrowers. They are aware of 
the extortionate interest banks charge on credit 
card debt. Most of them got credit cards from 
obscure sales agents who make themselves 
scarce once they have collected their commis- 
sion; and credit card holders are scared of 
unauthorised collection agents. So they borrow 
little on credit cards. 

Now, a downturn is beginning. If the econ- 
omy turns down, bad debts cannot be far off. As 
early as in 2007, there were stories of banks en- 
gaging hooligans to repossess cars; the courts 
frowned on them, and they seemed to have 
slowed down. But personal loans will turn bad 
as surely in the coming slump as business loans 
did in earlier downturns; and banks will find it 
even more difficult to deal with personal bor- 
rowers than they did with businessmen. For 
there are many more personal borrowers, and 
being more numerous they are more difficult to 
pursue and have more political influence. 
Amongst those who worry about this is Asset 
Reconstruction Corporation of India, which 
has prepared a white paper on retail lending. 
Good luck, Arcil! 
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operational excellence; Canon helps us do that!" 3 w-— 
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„Canon Multi-function devices, the preferred 
documentation solution expert of the leaders. 


With advanced features like Color Balance, Wireless LAN 
connectivity and IPv6, Canon Multi-function devices give you 
high efficiency in a cost-effective manner by offering you easy 
accessibility and eliminating the need of taking test prints to 


check colors, thereby saving your time and resources. So go 


iRC 2550i 
ahead, get the Canon Color Multi-function device and give your IRC 3080i 


TOM iR 3245 iR 3225 
organizations the ultimate success mantra. 
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Business CA be simple 
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Conversations for a Smarter Planet: 1 in a Series 





A mandate for change is a mandate for smart. 


The mandate for change today is not merely for political leaders, 
but also for managers of businesses everywhere. 


These volatile times have put the onus on businesses to focus on 
complex global systems now more than ever. And we have had an 
important learning from engaging in these systems: global 
integration impacts the way the world works. 


We have also realized, as the world gets ‘smaller’ and ‘flatter’, 
merely being connected is not enough to survive, let alone thrive. 


Fortunately, something is happening right now: our planet is 
becoming ‘smarter’. 


Here is how. With billions of inexpensive sensors being embedded 
inside everything, from trains and. planes to livestock and 
medicines, our world is becoming instrumented, allowing systems 
and objects to ‘speak’ with each other. Linked to powerful backend 
systems, these instruments can analyze data and turn information 
into insights in real time, turning mere assets into intelligent assets. 


With so much ready potential, what would you not change? 
Consider these: 


The second annual Global Retail Theft Barometer Survey across 36 
countries in 2008 found that India has the highest shrinkage rate at 
3.196 (thats about Rs. 12,392 crores in losses). 


Over 87% of India's poorest households have no access to credit at all. 


IBM LOB o: 
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Owing to its unique geo-climatic conditions, India is highly prone to 
natural disasters. So much so, they cost the country 1396 of its GDP 
today and will go on to become a major stumbling block to its 
economic growth by next year. 


The good news is, on a smarter planet, these problems are solvable. 
Now, consider these: 


Hindustan Petroleum Corporation Ltd. is now in the process of 
implementing a tracking system for its Liquefied Petroleum Gas 
cylinders from the bottling plant to its distributor network, using a 
Radio Frequency Identification (RFID) based solution, helping curb 
illegal diversions, while delivering an essential resource to consumers. 


Financial Information Network and Operations Ltd., a technology 
solutions provider focusing on micro customers, is helping many 
of the nations disadvantaged gain access to simple financigl 
products to improve their quality of life. 


While it cannot eradicate natural disasters or even reduce them, 
technology can certainly help mitigate losses and alleviate human 
suffering. Based on analysis of affected regions, relief agencies can 
be guided to manage people, resources and logistics in a far more 
efficient manner. 


Clearly, there is a pressing mandate for change today. And we haves 
the resources to get started. Log on to ibm.com/think/in and bes 
part of the revolution with IBM. 


IBM, the IBM logo, ibm.com and the globe design are trademarks of International Business Machines Corporation, registered in many jurisdictions worldwide. A current list of IBM trademarks is available on the 


Web at "Copyright and trademark information" at www.ibm.com/legal/copytrade.shtml 
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CURIOUS CASE 


Who will 
take over 
Satyam? 


Was ita 
Rs 7,000 cr or 
a Rs 10,000 cr 
fraud? 


Why did 
Raju confess 
when he 
did? 


Who all 
were 
involved? 


How long 
has this 
been going 
on? 

Did 
Price 
Waterhouse 
know? 


What will 
be Raju’s 
fate? 


Will the truth 
ever be 
known? 


Rs 10 


Even as the sale 
process gathers 
pace, crucial 
questions remain 
unanswered 


Was the 
money ever 
there? 





KOHLER: As | See It, #3 in a series 
ARTIST: Mark Holthusen 


SHOWER: Multiple shimmering 
tiles — digitally controlled and 
beautifully affordable — that give 
you water, sound, light and steam. 


The judges give it a perfect 10. 


1800 103 2244 
kohler.co.in/contactus 


THE BOLD LOOK 
Of KOHLER. 


Available in your city: ^ 
| : S 





Things beyond money... 


Py. 
There are many thing be fond 
money...but they all cost money 
Like securing “your. child's future. 


Money helps fulfill your dreams. It also 


E * 
stands testimony to your well-earned Indialnfoline 
i erp ERA 0 0 


success. We have the proven expertise ITS ALL ABOUT MONEY, HON EY! 
in advising and managing your money 


so that it grows quickly but safely. SMS 'R' to 567675555 


Wealth * Equities e Commodities * Mutual Funds * Insurance * Loans 


India Infoline Ltd. Regd. Off.: 75, Nirion Complex, Off W E Highway, Goregaon (E), Mumbai - 400 063. Tel (91-22) 6648 9000 Fax: (81-22) 2685 0451 
XEBI REGN NO.: BSE (Cash) INB 011097533, BSE (F&O) INF 011097533. NSE (Cash! INB 231097537, NSE (F&O) INF 231097537, NSE (CDS) INE 231097537, MCX (CDS) INE 261097537 DEPOSITORY NSDL DP 02. 
Wealth - IFL Wealth Management Ltd, Commodities - India Infoline Commodities Ltd, Mutual Funds - India Infoline Distribution Co Ltd, Insurance - India Infoline Insurance Brokers Ltd, Loans - India Infoline Investment Se 





Editor's Letter 





Unfinished Businessworld ` 
Business 


NOW THAT THE NEW 
board has formalised 
the steps to sell off 
Satyam, and a num- 
ber of serious bidders 
have shown their in- 
terest in picking up 
the company, one 
thing is clear. Despite 
the taint of the scam, 
Satyam Computers 
still has a functioning 
business with real 
people working on 
real projects and, hence, it is worth 
looking at as a going business. 

Apart from that, there are only a 
few other things clear about the 
scam. First, Ramalinga Raju faces 
a fairly long term in jail. He has al- 
ready been there for two and a half 
months now, and it seems increas- 
ingly probable that he will spend 
several more years there. Second, 
while it might be a white collar 
crime, it is not a victim-less one — 
it has caused enormous pain to in- 
nocent people, from employees to 
investors, apart from the harm it 
has done to Indian business repu- 
tation as a whole. 

There is some talk that he does 
not mind being locked up in jail in 
India because the alternative is be- 
ing prosecuted for fraud in the US 
— a far worse prospect and carry- 
ing a far bigger potential penalty. 
There is also some who feel that 
eventually, Raju will actually get 
away, if not scot free, with a rather 





light penalty. I per- 
sonally feel that is 
unlikely to happen. 
Even if the investiga- 
tors are unable to 
prove everything, 
they will still be able 
to prove enough with 
his confession to aid 
them. And even if he 
gets a light jail term 
despite all that, he — 
and his immediate 
family — will have to 
live with the opprobrium of the 
scandal for the rest of his and their 
lives. That is no small punishment. 
That apart, there is something 
that I haven't been able to fathom 
so far. If it is indeed true that Raju 
built up a strong business in 
Satyam, which is still attractive for 
bidders as worthy as Tech Mahin- 
dra and Larsen & Toubro, why did 
he throw it all away, and for what? 
Was the money allegedly siphoned 
off and the land allegedly bought 
with it worth the final disgrace? 
Two and a half months after the 
scandal broke, there is still little 
clarity about a host of other things 
as well. Our cover stories in this 
issue look at both the way the bid- 
ding for Satyam is likely to go as 
well as the different versions that 
have been proffered at different 
times to explain the Satyam affair. 
And the queries that the current 
probe will have to answer for the 
mystery to be finally solved. 


E. 
| rosen V Ba 


prosenjit datta, editor 
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To test drive the new mighty muscular Scorpio, SMS ‘SCORPIO’ to 57575. 
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Weak Support 


The products being developed at various 
technology and management institutes bears 
testimony to the fact that India does not lack 
good ideas. What it lacks is the support 
system, which includes corporate and 
government patronage (‘Nurturing New Ideas, 
BW, 30 March 2009). 

There is little doubt that an innovation such 
as the electronic patient-monitoring system 
Mrityunjaya can change the way doctors treat 
patients. It could be a boon to millions of 
Indian poor, especially those living in rural 
areas who cannot access or afford expensive 
medical treatments. Other innovations such as 
the soil testing kit will help farmers select 
appropriate fertilisers for their crops. 

An independent central authority should be 
established to promote these viable initiatives 
at the grassroots level. 

Dechen Dolker, on e-mail 
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hE your comments 


Opportunities Galore 


The IITs and IIMs are doing a great job by providing 
support to students with innovative ideas (Indias Most 
Promising Entrepreneurs, BW, 30 March 2009). While 
many students might be worried about placements this 
year, the slowdown could prove to be a blessing in disguise 
for those wanting to venture out on their own. 

Companies such as Microsoft Corporation and Apple 
were founded during the turbulent mid-1970s. And the 
current slowdown presents the opportunity for bright 
graduates to prove their talent. All they need to do is 
develop a viable product and find a market for it. But all 
this is easier said than done — funding is a mammoth issue 
for budding entrepreneurs. Considering that private 
investment is now drying up, the government should 
ensure that these ideas do not remain on paper only. 


Arjun Tyagi, Lucknow 


Liquidity Issues 

Even after many rate cuts by the Reserve Bank 
of India, there has been no real change in the 
demand side (‘Near-Zero Gravity, BW, 23 
March 2009). The reason: banks are still not 
lending the way they need to lend. Although 
some state-owned banks, such as SBI, have 
pared interest rates on home loans, many 
doubt its efficacy, since it does not give buyers 
low interest option over a long term. Paucity of 
funds has shaken the confidence of developers 
and buyers, keeping the sector in trouble. 


Swati Gupta, New Delhi 
Speed Breakers 


Investment in infrastructure through stimulus 
packages was the Centre' plan to save the 
ailing economy (‘Structural Bottlenecks, BW, 
23 April 2009). But it is fast realising that 
liquidity infusion would not bear fruit unless 
bottlenecks at state-levels are not sorted out 
soon. It should pick examples from states such 
as Gujarat, and implement them in other 
states where there are many systemic wrangles. 
Vinay Bhandari, Mumbai 


Corrigendum 

In ‘Sudden Departure At INX’ (BW, 23 
March), the accompanying graphic incorrectly 
showed NDTV Imagine’s channel share for 
January 2009 as 3 per cent, instead of 6 per 
cent. The error is regretted. 





Letters may have been edited for brevity. 
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How the sale process of 
Satyam Computers is handled 
will be a test case for 
corporate restructuring 

of distressed firms. 

39, Murky Investigations 


Three versions of what happened at 
Satyam, and where the money went. 


ON POINT 
14 Stimulus lll 


The $1-trillion Geithner plan has led to 
glimmers of optimism. But will it last? 


15 Synthetic Growth 


After Bt brinjal, it is Bt corn that has got 
the nod for field trials in India. 


16 QUICK TAKE 


Are market analysts trying to talk 
up the economy? 


IN THE NEWS 
19 Cricket Safari 


Lalit Modi has managed to save IPL for 
now, but faces many challenges ahead. 


20 Joint Effort 


Reliance Industries latest bid to revive 


REUTERS 


its defunct petrol pump business. 


24 Stock Trade 


India's stock exchanges are thinking of 
tie-ups to maximise business. 
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25 Worrying Fall 
With the annual inflation falling to 0.27 
per cent, India is staring at deflation. 


26 Sour Expectations 
The high cost of Indian mangoes in the 
US is affecting export prospects. 


28 Small ls In 


The Nano launch, and a look back on 
the road it has travelled. 


IN DEPTH 
492 Winds of Misfortune 


It is turbulent times for cash-squeezed 
wind turbine supplier Suzlon. 


44 Unsolved Puzzle 
Whether and why IBM will take over 
Sun remains a riddle. 


46 Profitable Protocol 


Indian telecos and ISPs can offer a range of 
services once IPv6 is adopted. 


49 Lagging Behind 
Despite being its largest producer, India has 
failed to profit from Isabgol. 
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02 Box-office Flavour 
Failures fail to dampen the spirits of cor- 
porates trying their luck in Bollywood. 


TECHTALK 
59 Technically Sound 


Plastic-wood; super fast computer chips; 
and a limitless energy source. 


IN VOGUE 
60 Nano Vs Alto 


Can Nano, the cheapest car in the world, 
beat Alto, India’s bestselling car? 


64 Bookmark 


How the art of naration can aid corporate 
communications; and a tale of crime. 


COLUMNS 
18 Ashok V. Desai 


Inclusive growth is a fine slogan. But 
inclusive credit is high risk. 


29 Omkar Goswami 


India may be lucky with 6 per cent growth; 


but there are thousands who are in pain. 


4:0 Nayan Chanda 


G20 must enact a standstill agreement, 
and ensure it is respected. 


4:8 Paul Samuelson 
Is the US running the risk of having a 
‘lost decade’ like Japan? 
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Siemens integrated mobility solutions enable better connections between 
road and rail travel, because we know how precious your time is. 
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MELTDOWN DIARY Prosenjit Datta's thoughts Read up on 
on the global financial crisis — and the news, analyses 
steps being taken to sort out the mess. and opinion on 
the fate of 
CRISIS WATCH Satyam | 
The lowdown on how Y 2 
the ongoing financial ý 
crisis is affecting com- Ww 3 TRUE LIES: 
panies and economies € B. Ramalinga Raju i 
across thie globe. FINE PRINT: Fall Guys 
Independent directors and auditors are the two innocent 
victims of the Satyam scandal, writes Ranjeev C. Dubey. 
BW BOOKS 
‘A NOVEL NEED NOT TRANSCRIBE REALITY’ | : 


Dispe Ming the Myths 
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Rana Dasgupta, the 
author of Tokyo Can- 
celled, speaks to Alokita 
Datta on why he was 
drawn towards Bulgaria 
in his latest work SOLO. 
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SHOW ME THE MONEY Chetna ON A KILLER CHASE 
Mehra and Poonam Kumar report on The king of exposé, 
how economic slowdown has impact- journalist/editor, 
ed B-school sponsorship funds for publisher and 


author, Tarun Tejpal 
speaks to Sanjitha 


IN SEARCH OF A FRAUD FIREWALL wit race on the 
Professor Colin Mayer, Dean of Said MARINES © 


Business School, says that more reg- THE STORY OF MY ASSASSINS 


ulation is key to good governance. 


annual fests. 














TECH CORNER (i) 


OF SMARTPHONES & LEAPTOPS: 
In his weekly column on the latest 
gadgets in the market, Tushar Kanwar 
reviews the energy-efficient HCL 
Leaptop Series 39, LG’s texting- 
friendly KS360 and the music- 
oriented KM710, HP EliteBook 6930p 
and more. 





PLUS: 

Track the various B-school placement 
reports, students blogs, campus profiles 
and dean interviews on the B-school 
section in BW Online 
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GLOBAL ECONOMY 


The Second Helpline 


If all goes 
well, the US’s 
plan to buy 
toxic assets 
could revive 
the economy 


OPTIMISTIC: Treasury 
Secretary Timothy 
Geithner hopes his 
$1-trillion plan will work 





THE US GOVERNMENT 
has become the 
world’s largest hedge 
fund investor. Or at 
least that is what the 
US Treasury's recen- 
tly-announced $1-tri- 
llion plan to buy toxic 
assets of the country’s 
troubled companies 
amounts to. 

Here's how it is 
supposed to work. 
The US Treasury, 
using the Troubled 
Asset Relief Program 
money, will put in 
$150 billion as equity 
into a hedge fund, 
whose managers will 


contribute $30 bil- 
lion. The Federal 


Deposit Insurance 
Corporation (FDIC) 
will lend the fund 
$820 billion, making 
it $1 trillion to buy 
risky and distressed 
but undervalued 
assets, hold them 

to maturity or until 
markets recover 
and sell them off 
hopefully at a sub- 
stantial profit. 

But $1 trillion is a 
lot of patient capital. 
And the exercise rests 
on the assumption 
that the markets will 


= 





recover. What hap- 
pens if they do not? 
No one wants to take 
a guess about that. 

There is another 
issue that critics and 
analysts have raised: 
how much capitalisa- 
tion will the FDIC 
require to be able to 
lend $820 billion? 
Having the hedge 
fund managers put up 
a reasonably substan- 
tial $30 billion ensu- 
res that they have a 
stake in the game. 

As supporters of 
the plan point out, 
the rewards in terms 


BLOOMBERG 


of profits are also im- 
mense. By taking $1 
trillion of risky assets 
out of the financial Y 
system, the US gov- 
ernment creates 
space for businesses 
to access credit for 
expansion and 
growth. By extension, 
those firms will also 
hire, and reduce 
unemployment; the 
second order effects 
on consumption and 
growth flow from 
creating employment. 
Still, it rests on a 
hope and a prayer. 
Srikanth Srinivas 


gE billion dollars. The aggregate loss of the global airline industry in 2009, according to IATA. 
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“We will recover from this recession... 


but it will take time, it will take patience.” 





AGRICULTURE 


Corny Trials 


Are 
genetically- 
modified 
foods slowly 
entering the 
food cycle? 


FOOD FOR THOUGHT: 
Monsanto’s Bt corn has 











“By market value on 18 July 2007 


THE CONTROVERSY 
around genetically 
modified crops has 
intensified with the 
Review Committee on 
Genetic Manipulation 
approving field trials 
for a variety of Bt corn 
developed by US's 
Monsanto. Corn is 
the fifth Bt food crop 
to be approved for 
field trials in India af- 
ter brinjal, cauliflo- 
wer, rice, tomato, etc. 
The trials are 
already on in Maha- 
rashtra, Bihar and 
Tamil Nadu to assess 
the crops insect resis- 
tance and herbicide 
tolerance, says a com- 
pany spokesperson. 
However, it may take 






**No rating available 
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About a million 


seek marketing 
approval from the 
Genetic Engineering 
Approval Committee, 
as the crop will need 
to complete several 
field trials. 
Monsanto's Bt corn 
has already been appr- 
oved in the US and 
Canada. The crop was 
approved for trials in 
India in November 
last year, even as Aus- 
tria banned Mon- 
santos Bt corn, after a 
study by the Agency 


refugees in Darfur 
will go without 
food by May, 
warns a joint 
Sudanese-UN 
assessment. Sudan 
recently ordered 
13 foreign aid 
agencies out of 
Darfur after the 
International 
Criminal Court 
issued an arrest 
warrant for Suda- 
nese President 
Omar Hassan al- 
Bashir over alleged 


affected fertility. An- 
other study conducted 
by the Veterinary Uni- 
versity in Vienna sho- 
wed that mice fed with 
Bt corn had less off- 
spring in the third and 
fourth generations. 
Monsanto says that 
independent advice 
points to flaws in the 
study methodology, 
but there still may be 
cause to worry as 
regulators in India 
remain ill-equipped 
to handle food-related 
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been approved in the US about four years for Health and Food safety issues. war crimes. 
but banned in Austria before Monsantocan Safety showed that it Noemie Bisserbe 
è | CREDIT DOWNGRADES | Aan CURRENCY 
Since 18 July 2007, four of the 10 biggest US 
firms have been downgraded by Standard & E ASIER S AID TH AN DONE 
Poor's. The latest is General Electric, which has 
been stripped of its AAA rating. IN SOMETHING OF WHAT MANY SEE AS Calls for replacing the dollar with 
Top 10 companies in the S&P 500 Index* a trial balloon, the governor of another international reserve cur- 
(— out M the People's Bank of China, Zhou rency, and this is not going to be 
BS d: Xiaochuan, has argued for repla- the last time. But a key conside- 
c cing the dollar as the world's re- — ration for such an alternative is 
| serve currency. Many Americans liquidity: no currency can equal 
including Joseph Stiglitz of the dollar market's liquidity. 
Columbia University agree; they Secondly, where and from whom 
say the dollar's reserve currency would anyone ‘buy’ this new rese- 
role poses problems for managing rve currency? In the dollar's case, 
US monetary policy too, since the the US simply runs up trade defi- 
accumulation of large reserves by cits, creating reserves delivered 
China and East Asia creates to other central banks. 
imbalances that the US Federal The latest call makes a political 
Tomis ^ @ JM a c Reserve must account for. point, but not an actionable one. 
Source: Standard & Poor's IAE Bloomberg Once every decade, there are Srikanth Srinivas 


Quick Take 





Are market analysts trying to 
talk up the economy? 


We asked... Rahul Aggarwal, CEO, Optima Insurance Brokers; Mukesh Aghi, chairman & CEO, Steria India; Sudip 


Bandopadhyay, director, Reliance Money; Surjit Bhalla, MD, Oxus Research and Invt.; Prince Chaudhary, director, Durga Inc.; 
Ranjit Kapadia, research head, Prabhudas Lilladher; Saurabh Mukherjea, head, equities, Clear Capital; Joel Perlman, president, 
Copal Partners; Sanjay Sinha, CEO, DBS Cholamandalam Asset Management; K.A. Murali Sundar, GM, Schwarzkopf Professi- 
onal; Nishchae Suri, president, SOIL ; Deepak Srinath, director, Viedea Capital; Anand Tandon, director, equities, Brics Securities 





fae No. Both positive and negative 56 No. But when one talks about — ^ * Some analysts are trying to talk 


views are being circulated based on the economy, then there are wide down the market to encourage their 
individual views. 99 variations in projections. $% FH clients to short the market. © © 

Sudip Bandopadhyay, director and Surjit Bhalla, MD, Oxus Research Saurabh Mukherjea, head of India 
CEO, Reliance Money and Investments equities, Clear Capital 


YES BECAUSE: Many analysts are still talking about an early recovery — as early as end- 

2009 — which most economists believe is too optimistic. By propagating such bullish sentiments, 
Yes analysts will only make the downturn worse. Most analysts vouch for the strong fundamentals of the 

' Indian economy, which come into play if an investor is willing to stay invested for a long time. But for 
Oo short-term investors, it is getting increasingly risky to put their money in equities. Projections about 

"50 Vo companies’ performances drive the financial markets and market analysts can influence sentiments 
through speculations, which can make the stockmarkets even more volatile. The media also needs to be 
more responsible while reporting personal takes of these analysts. 


NO BECAUSE: Analysts are cautioning the investor and not overdoing the optimism. Anybody 
can guess that markets will remain weak for some time, but there is money to be made in some 
N O beaten-down stocks. The analysts are right in recommending that people should invest in the current 
scenario. The valuations are attractive and if one were to identify sectors where future demand is going 
O to come from, then one can buy stocks/distressed assets at fairly cheap valuations. In India, there is a 
46 Yo demand revival in the services and auto sector. China is showing signs of revival due to domestic 
spending, which is bound to drive the commodity prices higher. These show that the analysts may not 
be entirely wrong in painting a rosy picture. 


MAYBE BECAUSE: Some analysts are still holding on to their favourite firms, despite the 


fact that the respective stocks got badly hammered. For analysts, there is little reason to be optimistic ~~ 
M ay be now. The fact that inflation is fast moving into negative territory is a testimony to the falling demand 
scenario. It is bound to reflect on the balance sheet of companies and, hence, on their scrips. Although 
2 A40/ there are some positive news emerging from sectors such as cement and auto, it remains to be seen if 
Oo they can sustain it in the forthcoming quarters. Boosting investor confidence is all right but analysts 
need to be prudent with their advices. There are more chances of going wrong in a slowdown, which will 
hurt analysts' credibility as well as wealth of those who listen to them. 
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One small step by you. 
A giant leap for a greener world. 


Apply Energy Logic from Emerson Network Power. 
it helps to save upto 50% of energy costs for your IT & Networking Infrastructure. 
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An Agenda 
For Action 


by ashok v. desai 


THE REALIZATION IS DAWNING THAT THE WORLD 
is facing a situation as dire as in 1929. It was 
thought that the instruments to deal with a 
depression had been fashioned, but they are 
found to have rusted. International institu- 
tions are scouring their vaults for more in- 
struments. The Organization for Economic 
Cooperation called a meeting of interna- 
tional organizations — International Mone- 
tary Fund, World Bank, International 
Labour Organization and World Trade 
Organization — and asked them to empty 
their bags. They came up with the various 





world missed the chance of banning it some 
decades ago. Non-bank financial business is 
too large to ban; it will have to be regulated. 

Third, when such business is considered 
for regulation, it will be found that it deals in 
a great variety of products whose risks are 
often not understood, let alone measured. 
Following Myron Scholes and Fischer Black, 
economists have developed models to meas- 
ure those risks; but the models have not pre- 
vented institutions from going bankrupt. A 
straightforward solution would be to limit 
instruments to those whose risks can be reli- 
ably estimated, and to ban everything else. 
Some of the developed countries may not ac- 
cept this drastic solution, in which case they 
must come up with something else. 

Fourth, financial institutions’ practice of 
fashioning complicated instruments and 
selling them over the counter creates high 
risks. Either they will have to be backed by 
particularly high prudential reserve require- 
ments, or they must be allowed only if there 


agreements they had got countries to sign in Inclusive is a liquid and transparent market with a 
the past sixty years. The list was long, but growth isa clearing mechanism, or both. There are 
none of it was any use in dealing with the p some for which it is difficult to think of a way 
crisis. But it will not be long before another fine slogan. of calculating minimum reserve require- 
international organization will call another However ments at present. Until economists come up 
meeting, and will resume the quest. I put n E : with foolproof ways of estimating them, such 
down my own quick list of obvious candi- inclusive products would have to be banned. 
dates for such a cooperative effort. credit carries Fifth, financial institutions have exhausted 
First, it is clear that national banking su- safe customers in many advanced countries, 
pervision is inadequate. Banks have become an extr emely and have gone on to more risky ones, such as 


international, and so have their clients. Ice- 
landic banks went bankrupt and could not 
pay their clients. They should have been, in 
the first place, regulated and, in the second, 
baled out by the government of Iceland. But 
if it could not command the resources to rescue its banks, 
the country itself had to be baled out. The institutions to do 
that were there — International Monetary Fund and World 
Bank — but did not have the resources to bale it out. The 
central banks ofthe US, Europe and Japan have made agree- 
ments to bale one another out. But such commitments can- 
not be unconditional; each country will want an assurance 
that the others are not taking on undue risks. So sooner or 
later, international regulation of banks must come. 

Second, banks in many countries have gone into busi- 
nesses other than banking; and new institutions have arisen 
that do finance but are not banks. Banks are regulated; other 
financial institutions less so. That has created an incentive 
for financial business to take unregulated forms. So regula- 
tion will have to be extended to all financial business, who- 
ever does it. One solution is that of Reserve Bank of India — 
ban all financial business you do not understand. But the 


high risk of 
going bad 


poor customers for sub-prime mortgages. 
Politicians will not countenance a ban on 
credit to such customers. But in that case, 
politicians — or the voters who bring them to 
power — must set aside funds to bear the risks 
that such customers are incapable of taking. Inclusive growth 
is a fine slogan. But inclusive credit carries an extremely high 
risk of going bad. That risk must be borne explicitly by deposi- 
tors or financiers, and by the state if they would not. 

Finally, it is time to rethink the dichotomy between equity 
and debt, and to think of other forms of risk-sharing. For in- 
stance, one can conceive of a type of bank deposit whose 
owners would bear or share the risk of loans given out of 
their money going bad. Equity need not be confined to divi- 
dend payments; other forms of investment may be entitled 
to receive a share of profits, or a share of value added. 

Thus, the world must not just think of more and harsher 
regulations and of banning dangerous products. It must also 
think of innovations in the estimation and sharing of risk. 








The author is Consultant Editor of Businessworld. 
ashok.desai (à gmail.com 


6 APRIL 2009 1 8 BUSINESSWORLD 


In The News 





SPORTS 


- International 


Premier League 


EESS 0 LI is CV [AE 
£ t wi e Ti : f f r^ 
ec M J "UN ls uM Non 
[1 L 7 TR LI 
b + PN... Ly 
4 ¥ 





à = sar 
"f 


Lalit Modi 
has saved IPL 
for now, but 
the league's 
challenges are 
far from over 


NEW PARTNERSHIP: 
IPL Commissioner 
Lalit Modi (right) with 
Cricket South Africa 
CEO Gerald Majola 


Ap EZL Pap ee 


IT'S A DEAL! INDIAN PREMIER LEAGUE (IPL) ONCE 
again has the world riveted with its deal- 
making panache. Cricket is just the icing. 
Booted from home and hooted out of the next 
choice, England and Wales, IPL Commissioner 
Lalit Kumar Modi has managed to rent South 
Africa for an undisclosed sum for the sequel to 
his blockbuster maiden show last year. 

Even as the old blighty cribbed about security 
issues, as did the Indian government, Modi has 
sold South Africans a recession-buster. IPL will 
create thousands of additional job opportuni- 
ties on grounds, at hotels and in travel. This 
Chidamabaram-sent surprise economy stimu- 
lus package has made the South African gover- 
nment agree to issue 1,000 instant visas to IPL 
officials and players. 

Ironically, IPL is emigrating ostensibly 
because of elections at home, South Africa itself 
goes to polls on 22 April, just four days after 
IPL starts there. The new host is far more confi- 
dent of playing and voting at the same time. 
Also, Modi has managed to wrangle out a 
hugely improved broadcast deal in this subdued 
media market — Rs 8,200 crore for nine years 
instead of Rs 4,080 crore for 10 years, that too 
from the same duo of Sony and World Sports 
Group (WSG). 

Last year's shockingly high peak player fee — 





$1.5 million for Mahendra Singh Dhoni — has 
also been exceeded this year with the English 
duo of Kevin Pietersen and Freddie Flintoff get- 
ting paid $1.55 million a season. 

However, there are some IPL deals that are 
under strain. Many IPL team owners, players, 
and sponsors are squarely unhappy at Modi 
turning IPL into a travelling circus. 
Still, they are all happy that Modi 
has ensured the show will go on and 
they will be able recover some part 
of their investment. 

Cricket is very much a television 
event in India and IPL has kept the 
same timings for the matches as 
last year. However, “there is a clear 
sense of loss at not being able to 
leverage the home ground matches 
to connect with fans, consumers 
and trade partners’, says a 
spokesperon for one major sponsor. 

" Were still assessing the impact 
of the shifting of IPL out of India?” 
says Mohit Burman, co-owner of 
the Mohali franchise of IPL. 

“It is anything but an Indian 
league now. I hope this is just a one- 
off deviation,” says one of the ar- 
chitects of IPL. “The core value of 
IPL — acity-based, fan-supported 
event modelled on global sports leagues — has 
vamoosed. But the government of India forced 
IPL out of the country,” he adds. 

Big players, including Sachin Tendulkar and 
Freddie Flintoff, have already cribbed about the 
devaluation of the league, in the currency of 
player and fan sentiments. Then most of the 
local players, in whose name IPL was sanctified 
as the talent-development league, may be asked 
to stay home to save on expenses. It seems 
unlikely that this IPL will throw up another 
Yousuf Pathan or Ravindra Jadeja. 

The biggest deal under threat is the one 
between the government of India and the BCCI. 
Without the government’s blessings, BCCI can- 
not represent India in international cricket 
affairs. The government has intervened in 
sporting affairs in the past — it forbid BCCI 
from playing Indian team in Sharjah a few years 
ago and, more recently, it derecognised the 
Indian Hockey Federation. The IPL stakehold- 
ers are hoping that the Congress party would 
not be vindictive if it returns to power. 

Modis safari to South Africa has an element 
of hatari (danger). He has painted himself and 
IPL and BCCI into the BJP’s corner. 

It is still a long way to go before IPL stake- 
holders can take their pads off. 


AP 


Feroz Ahmed 
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RELIANCE INDUSTRIES 


Trying For A Comeback 


Anxious 
franchisees are 
waiting for the 
hiving off of 
RIL’s retail 
petrol business 


RUNNING DRY: RIL's 
petroleum retail outlets 
are now lying idle 





EVEN AS RELIANCE INDUSTRIES (RIL) READIES TO 
reopen its 1,432 petroleum retail outlets and 
spin them off into a separate company to offer 
50 per cent or more to a strategic bidder, some 
of its 820 franchisees wonder how long will the 
good times last. 

In September 2007, when crude prices had 
shot up to $80 per barrel, RIL decided to slowly 
shut all its outlets after it failed to match the 
heavily subsidised prices offered by public sec- 
tor oil retailers. While some of its franchisees 
were bought out by Reliance for about Rs 1,800 
crore, those that did not want to sell out were 
assured 12.5 per cent return on their investment 
in the outlets till they could be reopened. 

Two years ago, Kerala-based Siju Joseph 
became the first Reliance Industries fuel outlet 
franchisee in India. A dental surgeon by profe- 
ssion, Joseph was lured by the “profitable and 
professional” nature of the venture. His prime 
land near the highway at Koothattukulam in 
Ernakulam district in Kerala and an investment 
running into a couple of crores paved the way 
for his first business venture. 

As the outlet took shape, Joseph congra- 
tulated himself for going along with India’s 
largest company. Each litre of petrol would 
get him Rs 1.35, as against a maximum of Re 1, 
and each litre of diesel, around 87 paise, as 
against 60 paise by public-sector oil marketing 
companies (OMC). He had a target to sell about 


M. RAJENDRAN 


180 kilo litres every month, which would have 
recovered his investment in a few years. Joseph 
got off to a flying start selling an average of 300 
kilo litres, with diesel accounting for the bulk of 
the sale. RIL had a minimum premium for the 
brand, quality and services offered along with 
the premise. Truckers, who could have a 
stopover at any outlet, were offered a hot 
shower for Rs 5, a good meal for Rs 25 and even 
resting places while his vehicle got serviced. 
Gradually, RIL had a 14 per cent share of the 
diesel market, mostly operating outlets on 
prime locations across India. “Quality of the 
fuel and the quantity were the attractions,” 
Joseph says. 

However, the overheads, including minimum 
staff and their salary and basic amenities at the 
premise, as per the company's operating 
manual were very high. 

By late 2007 as the international crude 
prices started the northward journey, Reliance 
was forced to hike retail prices while public- 
sector OMCs kept fuel prices artificially low as 
per the government's diktat. This compounded 
losses for private sector players, including 
Essar and Shell. Reliance's petrol and diesel, 
which were already Re 1.50 and 80 paise per 
litre higher than public-sector OMCs, increased 
to almost Rs 4-6 per litre — depending on 
duties at state levels — on petrol and Rs 2-3 per 
litre on diesel. At peak, Reliance sold petrol at 
Rs 55-56 per litre while state-owned OMCs sold 
at about Rs 48. 

When crude hit over $80 per barrel, Joseph 
was told that though Reliance would not be able 
to supply fuel from its plants in Gujarat — as 
they had converted into export-oriented units 
(EOUs) — his margins would be protected. 
However, the market share of the company 
dwindled from 14 per cent to 6 per cent at which 
point it became a loss-making proposition for 
everyone, according to dealers. 

RIL, however, could not cut prices, telling 
dealers to turn away truckers for the high prices 
but not for the lack of quality services. 
Obviously, the strategy to weave a market 
around a fuel outlet did not work in such a 
price-sensitive market. 

Eventually, around September 2007, RIL 
decided to close some of the 1,432 outlets across 
India and eventually all by April 2008. It had 
obtained approval for a total of 5,849 petrol 
pumps, Essar had 1,700 outlets and Shell had 
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NEW AVENUES: 
Indian Oil Corporation 
is doing due diligence 

on Reliance outlets 


cii : 1 


TRIBHUWAN SHARMA 


In The News 


around 2,000. Public sector OMCs operate over 
34,300 outlets. Since then, Reliance has been 
paying a compensation to franchisees at the 
rate of 12.5 per cent per annum on their invest- 
ment, around Rs 200 crore in total. 

If Joseph is today unsure despite RIL's 
eagerness to curb losses and dust off idle assets, 
Ravi Shinde, president of the Mumbai Petrol 
Dealers Association, says he can't believe 
private petroleum companies expected the 
government to extend subsidy benefits to them 
too. "The innumerable state levies along with 
Central duties including cess make fuel 
expensive from state to state. Only a uniform 
levy can help,” he says. 

The story of the grand private sector entry to 
fuel retailing now takes another curious turn 
with Reliance Industries seeking a strategic 
partner in the outlets company where it has 
Rs 5,500 crore to create the entire logistics 
network and depots since 2004. 

Retailers also get an equity share in line with 
their interest. The options for the bidders are 
either buyout completely, or get a 51 per cent 
stake in the joint venture and operate these out- 
lets. RIL Chairman Mukesh Ambani has made 
it clear that Reliance still has ambitions in re- 
tailing, while rival Essar has decided to re-open 
around 500 outlets in December 2008 with oil 
prices coming back to the comfort zone of $50 
per barrel. 

Reliance now wants the joint venture 
company to buy fuel from the nearest cheapest 
source and sell locally across India rather than 
creating a gigantic logistical chain it tried to 
create. So far, Indian Oil Corporation (IOC), 
which runs over 18,000 outlets, and Royal 
Dutch Shell have put in their non-binding bids 








for retail and aviation fuel stations. 

Shell, which operates about 55 outlets in 
India, may want the retail network on the east- 
ern and southern side ofthe country since it can 
feed far more cost-effective branded fuel from 
its Singapore refinery. 

However, IOC which appointed PriceWater- 
house to do the due diligence of Reliance out- 
lets, has the advantage as it can get the govern- 
ment to subsidise any additional fuel sale, 
provided Reliance stays within minimum 
profit-sharing limits. Reliance outlets, which 
sold about 4 million tonnes of petrol and diesel 
annually, were eating into the OMCs’ market 
share. IOC can grab at least half of this through 
the joint venture. If oil stays at around $50 per 
barrel for some more time, IOC would further 
cut its under recoveries, thus the acquisition of 
these prime location outlets makes sense. 

According to sources in the know of IOC's 
approach, the due-diligence will throw light on 
the current model and its viability. 

A joint venture — if it does not enjoy up- 
stream subsidy from ONGC and other explo- 
ration and production companies and the oil 
bond support from the government — may not 
be viable, especially if crude prices begin to rise 
again. For corporations such as IOC, if crude 
remains around $50, it would cut forex losses. 
With refining margins down to just $2-3 per 
barrel, anything above that makes no sense for a 
company such as IOC to take over these assets. 

As of now, Reliance has left it to the joint 
venture to decide the sourcing, operations and 
additional services it would want to provide. But 
clearly a 10 per cent price differential in fuel sold 
by private retailers is unacceptable to the con- 
sumer. When it goes to negotiations, Reliance 
would be in no position to deter- 
mine the price of fuel largely be- 
cause it cannot supply from its 
EOUS at Jamnagar or anywhere 
else. IOC will have a better lever- 
age in negotiations since it does 
not need these outlets at a prohib- 
itive cost. Secondly, the mounting 
losses are forcing Reliance to get 
out of it with a fair deal. It may 
prefer a joint venture because that 
would allow Ambani to stage a 
comeback in retailing in future. 
That would, however, still leave 
investors worrying over how RIL 
would tackle its accumulated 
losses (an investment of Rs 5,500 
crore plus Rs 200 crore per an- 
num in interests to franchisees 
since 2007). 

Sreevalsan Menon 
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AUTOMOBILES 


Riding Through A Bumpy Road 


In 15 years, while the Sensex has gone up 3.8 times, Tata Motors's share price has 


risen only 1.07 times. 
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Find out what makes them tick... 
before you tick 


With elections looming large, it's essential 
you know about the leaders you'll be voting 





for. Discover where they come from, who 
they are close to, their political influences 
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them. Written by 
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STOCKMARKETS 


For Greater Flexibility 


The current shareholding pattern of Indian stock exchanges shows that the government restriction on foreign direct 
investment of 5 per cent per investor limits the flexibility of the exchanges. 





Multi Commodity Exchange of India 
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617 other shareholders 
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National Stock Exchange 
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Figures are in per cent. Face value of share capital: MCX Rs 40.5 crore; BSE Rs 0.8 crore and NSE Rs 45 crore. MCX's shareholding date is 5 July 2008, BSE's is 19 September 2008, 


NSE's is 18 July 2008 


India's stock 
exchanges are 
keen on 
tie-ups to 
maximise 
business 


Source: Company filings with the Registrar of Companies 


COMPETITION AMONG OLD AND NEW EQUITY 
exchanges in India seems to have suddenly 
given way to cooperation with talks of tie-ups 
and mergers in the air. There has been no offi- 
cial announcement by any of the three ex- 
changes, but the Bombay Stock Exchange 
(BSE) is reportedly in talks with the National 
Stock Exchange (NSE) and a new entrant, MCX 
Stock Exchange (MCX SX) for a tieup. 

NSE is asking the BSE to allow its BSE On- 
line Trading Terminal (BOLT) system to inte- 
grate with NSE's inhouse internet-based 
trading platform, Neat on Web (NOW). On the 
other hand, MCX SX is keen to run BSE's Sen- 
sex-based derivatives products on its own deriv- 
atives platform. It is offering to take a 5-10 per 
cent stake in the BSE and also offer BSE an 
equivalent stake in MCX. 

As and when it gets Sebi's approval and starts 
operations, MCX SX will face the prospect of 
not having a popular index like BSE's 30-stock 
Sensex and NSE's 50-stock Nifty. Hence, its 
keenness to have BSE's Sensex-based derivatives 
that have not taken off on the BSE in the last 
many years (NSE almost completely dominates 
the equity derivatives trading volume in India). 

NSE's proposal to BSE on the trading system 
offering aims to allow BSE brokers to tap NSE's 
NOW platform as well as offer NSE brokers the 


, Ministry of Corporate Affairs 


ability to trade on about 3,000 small-cap and 
mid-cap stocks that are listed on the BSE, but 
not on the NSE. 

BW learns that there is a section of the BSE’s 
board of directors that is not in favour of the ex- 
change tying up with a new exchange such as 
MCX SX on the derivatives front as the benefits 
are not certain. However, a tiny section of the 
board is keen on pushing for the deal. Old BSE 
hands are of the opinion that the exchange 
should be allowed greater flexibility in taking 
on old and new competition. 

They want the government to relax its foreign 
direct investment restriction of 5 per cent per 
investor in stock exchanges. A Sebi committee 
had recently proposed an increase from the 
current cap of 5 per cent to 15 per cent for in- 
vestors who are themselves stock exchanges, 
domestic or foreign. "The space available in ex- 
isting domestic equities and derivatives prod- 
ucts is limited, and the BSE can score more in 
terms of global products offering in the years to 
come through larger foreign stock exchange 
ownership,” says a former BSE board member. 
"For BSE to really make a mark, its ownership 
has to go to a strategic owner, perhaps even a 
foreign exchange,” says Somasekhar Sundare- 
san, partner at J. Sagar Associates. 

Rajesh Gajra 
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INFLATION 


* Near-Zero Levels, 
And The Variations 





Despite WPI- 
based inflation 
coming down, 
prices of food 
articles remain 
a concern 


DEFYING LOGIC: 
Despite expectations 
to the contrary, 
vegetable prices have 
not really come down 
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THE ANNUAL INFLATION RATE TOUCHED 0.27 
per cent for the week ended 14 March 2009. 
This is the second consecutive week where the 
inflation rate based on wholesale price index 
(WPI) was not only below the 1 per cent mark 
but continues to move closer to the zero per cent 
mark. Annual inflation was 0.44 per cent for 
the week ended 7 March. 

While this may be in line with the expec- 
tations of the WPI-based inflation even going 
into negative territory, what will be worrisome 
are the prices of food articles, which moved up 
by 0.1 per cent. 

However, the category of food articles carries 
a much lower weight in the basket of commodi- 
ties that forms the WPI as compared to the con- 
sumer price index (CPI). 

In the WPI-based inflation, which is released 
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on a weekly basis, food articles have a low 
weightage. The category of food articles forms 
part of primary article with an overall weight of 
22.2 per cent in the WPI, while in the CPI — 
which is released on a monthly basis —food 
items carry a much higher weightage of over 47 
per cent. Now, this index still remained above 


10 per cent mark during the first two 
months of 2009. 

For the week ended 14 March, the 
price of barley was up 2 per cent 
while bajra, maize, fruits and vege- 
tables, masur, urad and rice prices 
rose by 1 per cent each (as compared 
to the previous week's price level). 

In food articles, the prices of fish- 
marine and tea decreased by 
3 per cent while that of moong 
dipped by 2 per cent. The prices of 
condiments, spices and gram also fell 
marginally by 1 per cent each. 

In food products, which comes 
under the category of manufactured 
goods, prices of oil cakes was higher 
by 7 per cent; price of imported 
edible oil was up by 6 per cent, gur by 
4 per cent and that of maida, sooji, 
rice bran oil and cotton seed oil — all 
up by 1 per cent. However, the price 
of bran declined by 3 per cent, and that of rape 
seed, mustard oil and coconut oil declined by 2 
per cent each. 

In fact, manufactured products carries the 
highest weightage of 63.75 per cent in the WPI. 
For the week ended 14 March, the index for 
basic metals alloys and metals group rose 
by 0.6 per cent (as compared to previous week's 
prices) on account of rise in the prices of zinc 
ingots, that rose by 13 per cent; zinc, that rose 
by 10 per cent; lead ingots, where the rise 
was 8 per cent. Under the same category, the 
prices of iron steel, basic pig iron and foundry 
pig iron rose by 6 per cent, while the prices of 
steel sheets, plates and strips saw prices in- 
creased by 3 per cent. Added to this, the price of 
cement also rose by 1 per cent. 

Kandula Subramaniam 
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AGRICULTURE 


Mango Exports ‘Turn Sour 


The high cost 
of Indian 


mangoes 
in the US 

is affecting 
their exports 


SWEET BUT COSTLY: 
A 3.5 kg packet of 
Indian mangoes costs 
about $22 in the US 





EXPORTS OF MANGO, THE KING OF FRUITS, FROM 
India to the US were touted as a major coup by 
the United Progressive Alliance government. 
Special shows were held in the US to celebrate 
the end of the 18-year ban on export of mangoes 
from India that showcased Alphonso and other 
exotic varieties. 

That was 2007. Two years have gone by and 
the Alphonso mango could generate only 
Rs 2 crore revenue from exports, despite the 
huge demand for the exotic fruit, reflected 
in the mails sent to exporters. “We have done 
well in times of recession in the US, since our 
mango offers best value for money over others, 
and there is a huge demand,’ says a senior direc- 
tor in the horticulture division of the ministry 
of agriculture. 

But mango exporters do not share the 
bullishness of the government. Instead, they 
fear losing the demand from the US due to high 
cost of Indian mangoes. A 3.5 kg packet of 
mango from India is sold for $22 (about 
Rs 1,110) in the US, while the same quantity, 
less sweet mangoes from Mexico and Costa 
Rica costs less than $10 (about Rs 505). 

Mango exporters say the cost of transport 
and irradiation is going up, resulting in 
escalation of the price of mango in the US. “We 
can bring the cost down to about $15, if we ship 
through sea to the US in 21-25 days. The 
necessary trials are being worked out,” says Asit 


Tripathy, chairman of Agricultural and Pro- 
cessed Food Products Export Development 
Authority (APEDA). 

“It is not easy to export to the US. The 
demand is increasing from customers but irra- 
diation costs make Indian mangoes costly,” says 
Murtaza Bharmal, director of MSY Traders, a 
Pune-based mango exporter. 

The first shipment of mangoes was sent from 
India to the US on 27 April 2007 after irradia- 
tion treatment in the Bhabha Atomic Research 
Centre (BARC) at Trombay facility. So far 
around 180 tonnes of mangoes have been ex- 
ported to the US, according to APEDA. 
Irradiation is a process that involves exposing 
the mangoes to high energy electron beams 
generated by high voltage electricity (not ra- 
dioactive material) to control microbial, 
pathogens, parasites and pests in food, preserv- 
ing food or inhibiting physiological processes 
such as sprouting or ripening. The cost of irra- 
diation is Rs 4 per kg, while setting up an irradi- 
ation facility is about Rs 12 crore. 

But this facility has been rejected by the 
United States Department of Agriculture 
(USDA). Hence, a new facility is being built in 
association with the Maharashtra government. 

Another major issue in export of mangoes to 
the US has been the cost of certification. 
According to the requirements, the entire cost 
of travel and stay of the USDA inspector in 
India at the irradiation facility as well as the 
officials of USDA located at different places and 
involved in the process is borne by Indian 
exporters. 

As the demand for Indian mangoes increase, 
the centres for irradiation will also go up and 
so will the number of USDA inspectors 
required to be positioned in India. The cost of 
mango is bound to escalate. That would directly 
impact the commercial viability of mango 
exports to the US. 

“This is turning out to be a major non-tariff 
barrier issue,” says a senior official in the 
commerce ministry. Recognition of India’s 
conformity assessment procedure can be a good 
solution. “India does not recover inspection 
costs from the US for meeting similar require- 
ments,” says a commerce ministry official. 

The story of India's mango exports to the 
US is getting sour, while officials project it as a 
sweet victory. 

M. Rajendran 
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AUTOMOBILES 


Driving Off The Beaten Path 
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Testing Se 
A 20 hp marine 
engine is fitted 


Project 
begins with 
the code 
name 
Jehangir 1. 
Employees 
call it J-1. 
Other names 
such as the 
Tata Rupee 
crop up in 
meetings. 


for testing 
purposes. 


Ratan Tata 
hopes the car 
can he huilt 
within the 
range of 

Rs 50,000. 


Li ss 


THE WORLD'S CHEAPEST CAR, TATA NANO, ARRIVED 
with a lot of fanfare. The Rs 1-lakh car gener- 
ated so much interest from around the world — 
no one quite believed that an engineering 
marvel could emerge out of India. At the launch 
on 23 March, on being asked if he planned to 
create an impact on society, Ratan Tata said, “It 
was serendipitous. We only planned to make a 
car which will make Indians travel safe at an 
affordable price. This was our goal.” The Tatas 


January: A 554 cc engine with 
27 hp and a 586 cc version was 





received criticism at home for making such a 
car. If it was not the political activists, it was the 
green activists who took to the streets against 
the Nano. But the car surpassed all envi- 
ronment, testing norms and had also silenced 
political critics. Now it faces the customers test. 
Turn to page 60 for a test drive with an auto 
expert. Here are the events leading up to the 
creation of the Nano. 

Vishal Krishna 





developed. 18 May: Tata Group 
Chairman Ratan Tata announces 
a small car project at Singur, 40 
km from Kolkata, on the day 
when Buddhadeb Bhattacharjee 
is sworn in as the state's chief 
minister. 25 May: Angry 
demonstrations by farmers over 
acquisition of land for the Tata 
car project. 

3 Dec: Protests intensify; 
Mamata Banerjee of Trinamool 
Congress begins indefinite 
hunger strike. The strike ends 
in 25 days. 
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4 Jan: Tatas ied first 10 Jan: Tatas unveil the small 23 March: The 
batch of trainees for Singur car in the Delhi Auto show, say — car is unveiled 
project. 23 Feb: The Calcu- Nano will cost Rs 1 lakh. Singur in three vari- 

tta High Court slams West protesters burn Nano replica. ants. The base 
Bengal government over 16 Jan: Tatas give jobs to 80 version is priced 
method adopted for Singur displaced farmers. at a factory gate 
land acquisition. 16 March: 18 Jan: The Calcutta High Court (Pantnagar) 


Moh attacks Tata Motors' 
factory fencing at Singur. 
18 March: Explosion outside 
Tata Motors' factory dama- 
ges fencing. 2 July: Jobless 
Singur farmer commits sui- 
cide. 18 Sept: Tatas appoint 
first batch of 17 Singur 
youth after training. 
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says Singur land acquisition 
legal. 21 May: Trinamool 


price of Rs 1 
lakh. The com- 


Congress wins majority in Singur pany plans to — 
self-governance institutions. launch in Europe y 
24 Aug: Trinamool Congress by January 2011. 


begins indefinite stir at Singur. 


3 Oct: Tatas announce withdraw- 


al of the project from West 
Bengal. 8 Oct: The Nano project 
moves to Sanand in Gujarat. 


Understand 
Their Pain 


by omkar goswami 


THESE DAYS, THERE ARE TWO DISTINCTLY DIF- 
ferent tales that you hear in corporate India. 
The first is what I call the public platform- 
chambers of commerce-apex industry associ- 
ation narrative. The second is a different 
story, which is shared in smaller huddles, and 
outside the realms of public consumption. 
The first tale is told on the rostrum, often 
accompanied by smart PowerPoint presenta- 
tions, and at some big Federation of Indian 
Chambers of Commerce and Industry (Ficci) 
or Confederation of Indian Industry (CID) 
event — especially one where the chief guest is 
a minister or a high ranking official of the gov- 
ernment. The story runs thus: there is no 
doubt that the global economy is going 
through severe contraction, led by the US, the 





India may 
be lucky 
with 6 per 





stray that far away. And yet, they too have a 
tale worth recounting. 

Think of medium-scale auto component 
suppliers in northern India — the solid, entre- 
preneurial, hard working fellows who you see 
in Gurgaon, Manesar, Faridabad, Ludhiana, 
Pantnagar, Roorkee and Baddi. Let's hear 
their story. It is a very different one. The lucky 
ones have seen their order books slashed by a 
third; many are facing a 50 per cent drop in 
their orders. In the past couple of years, they 
had raised capacities after being told that 9 
per cent GDP growth would never end. Funds 
for expansion were all too readily given by 
banks and other NBFCs, irrespective of the 
borrower's low equity base. Remember, even 
18 months ago, you were told never to worry 
about silly old concepts called high leverage. 

Now the lines are empty. The poor fellow 
is also being hit by additional depreciation 
and higher interest costs. The same banks 
who were only too willing to fund him to the 
hilt are playing coy about extending his over- 
draft limit. They are asking for additional 
promoter guarantees, as well as extra margin 
calls to cover that part of the loan, which was 
backed by shares. The customers have 


UK, continental Europe and Japan. Yes, it will cent growth; slashed prices. Even worse, firm orders are 
affect growth rates, though it will hurt us less : getting pushed back or cancelled outright at 
than China because we have a larger cushion but spare a about the time when the raw material has 


thanks to our domestic demand, while China 
is over-dependent on world trade. But let's not 
exaggerate the pain. After all, we will grow by 
around 6.5 per cent in 2008-09, and will 
achieve roughly the same growth next year. 
Look at the growth forecasts of all major 
countries. Everyone that matters is in nega- 
tive growth territory, except India and China 
standing tall at over 6 per cent. Let's appreciate how good the 
three fiscal stimulus packages have been. Let's laud the proac- 
tive role played by our government and the Reserve Bank. 
Come the second quarter of 2009-10, we will be back in ac- 
tion. Let not a minor blip come in the way ofthis being India's 
century. Thank you, ladies and gentlemen. 

A round of hearty applause from the front rows. An appre- 
ciative look from the minister or the senior civil servant from 
the high table. And the VIPs have been effectively secured 
for gracing yet another event. 

At the end of such a speech, if you looked closely at the 
back rows — populated by the not-so-important chaps who 
are struggling their guts out trying to make ends meet in 
these times — you would have seen a great deal of in- 
credulity. But the back-row boys don't really matter in terms 
of significance, consequence, connections or resources. They 
are statistics that swell the membership. So the eyes don't 


thought for 
the thou- 
sands who 
are in pain 


moved to the shop floor for processing. 

This is true not just for auto component 
manufacturers. Ask people who run textile 
mills, forge shops, small machinery units, 
foundries, repair shops, gems and jewellery 
manufactories, clothing and apparel busi- 
nesses, accessories, travel and tourism agen- 
cies, retail outlets, cement plants. Sharp re- 
duction in order books; even sharper fall in prices; banks 
forsaking their customers, especially the foreign banks who 
had muscled their way in over the past decade; rapid increase 
in receivables; and every rupee coming in being treated like a 
gold mohur — to be cherished and not spent. 

Forget strategy. Forget about growth planning. Forget how 
independent India will look at 75. Just deal with the crunch of 
today. Yes, I do believe that we will come out of it quicker than 
the Organisation for Economic Co-operation and Develop- 
ment (OECD) countries. At least to a 7 per cent or 7.5 per cent 
growth path. But in the meanwhile, let's understand the pain. 
And do something to help those thousands of back benchers 
in CII and FICCI events — those who want their voice to be 
heard, their pain to be shared, their hands to be held. 





The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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While the identity of 
most Indian bidders 

are known, there is less 
transparency about 
several overseas bidders 


MO Isi Satyam 


Into The Final 


by Srikanth Srinivas 





T’S ‘show’ time. Over the next 10-15 
days, prospective acquirers of Satyam 
Computers will show their hands in 
support of their bids for the scandal- 
hit company. That includes plans on 
how they will go about dealing with the 
business, the staff and how they intend 
to satisfy the clients of what used to be India’s 
fourth-largest information technology firm. 
“Given the way the acquisition process 
was run, the companies in the game are 
playing blind,” says the head of a private 
equity firm that is not in the running, 
but did not want to be identified. “They 
cannot even discount the worst-case 





haps, even something about the 
assets and known liabilities. 

The head of one securities 
firm puts it rather colourfully. “It 
is like buying land in Sri Lanka 
that was formerly controlled by 
the LTTE, says V.R. Srinivasan, 
CEO of Brics Securities in 
Mumbai. “It will be very cheap, 
but who knows where the mines 
and booby traps are?” But apart 
from the unknowns, many have 
had issues with the bidding 
process itself. 


Take the identity of all the bid- 
ders: while many are known, 
there is less transparency about 
several overseas bidders, just to 
accommodate their concerns. 
The overseas bidders believe 
that their identities should be 
kept private until such time the 
final shortlist of those eligible to 
make financial bids is decided upon. 

As BW went to print, presentations were be- 
ing made by Satyam board members to 
prospective buyers who made it to the initial 
shortlist; that was to be followed by discussions 
wherein individual firms make the case for be- 
ing picked for the next round of financial bids. 
Before making their financial bids — slated for 
9 April — bidding firms will conduct their own 
due diligence, limited though that might be. 

“Unlike a traditional merger or acquisition, 
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THE ROAD TO SALVATION? 
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No one really knows what and how financial express global received 

much information Satyam's board can fraud and interest, competitive 

or will share with the eight or so short- falsification | and then bidding 

listed bidders. Perhaps some about gf accounts | withdraw process 


client lists, ongoing contracts and, per- 
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not being allowed to make representations or 
seek warranties can be a handicap,” says Venkat 
Rangaswamy, executive director of Edelweiss 
Capital, a Mumbai-based investment bank and 
securities firm. “That means you cannot sue the 
members of Satyam board or the investment 
bankers if you discover some unforeseen liabil- 
ity after you complete the transaction.” Which 
raises an interesting question: what is the value 
of a due diligence exercise in these conditions? 

Those making it to the next round make a fi- 
nancial bid — essentially when they quote the 
price at which they will buy the 31 per cent pref- 
erential share offer and at which they will make 
the open offer to current shareholders. If the of- 
fers of two or more bidders with the highest 
price are within 10 per cent of each other, each 
gets the chance to revise its bid one final time. 
Then, the board picks the winner. 


Sidelined! 

But will there be other losers? Strangely 
enough, with all the public discussion about the 
company and the misdeeds of its founder, two 
classes of stakeholders have been very silent. 
The first is the individual investor, who has little 
power or voice. 

“Yes, the ban on asset sales and not using the 
cash flow for other than operational purposes is 
a good thing,” says the head of a leading securi- 
ties firm in Hyderabad. “But even as minority 
owners of the company, retail investors need to 
have a say.” Instead, that role has been assumed 
by a government in its last days in office. 

Employees comprise another stakeholder 
group that has been comparatively silent; obvi- 


Developments towards the takeover of Satyam by a new 
management is in acceleration mode 


24 March » 


Eight firms 
shortlisted 


for bidding 





As the race for acquiring Satyam 
approaches the last stages, many 
new (UESTIONS are emerging 


ously, holding on to their jobs is the biggest con- 
cern, especially in today’s economic circum- 
stances. There has been some attrition as well 
— about 3,500 employees are said to have left 
the company. A successful acquisition will im- 
ply continuity and some stability, since a condi- 
tion for the acquisition is no sudden lay-offs. 
While the known bidders have chosen to re- 
main silent on the issue, it is not clear if there 
will be zero job losses. “The present board can- 
not really constrain a new owner on operational 
decisions,” says the head of an investment bank 
who has advised on several mergers. “Or are we 
just inviting these firms to put up all the money 
and be passive about making hard decisions?” 


End Game 
What if there is no acquisition? Many believe 
that there may be too much in the way of com- 
pleting a successful acquisition. Much of that 
pessimism has to do with the big unknowns in 
Satyams books. Recent reports have focused on 
Satyams real assets — most in real estate and in 
which the company’s offices are located — as in- 
dicative of the value of the company and the 
price that the preferential share issue can fetch. 
"There are too many risks involved,” says 
Pranav Parikh, managing director at Q-India 
Investment Advisors, a private equity firm in 
Mumbai. “There is valuation risk, for one; if 
there was a promoter, there would be questions 
of alignment with his interests. Finally, there's 
the exit risk. There are just too many caveats.” 
Leaving aside all the rhetoric about shame for 
corporate India, a successful acquisition is also 
important to the electoral prospects of this gov- 
ernment and the good- 
will of the next one. For 
all the regulators, suc- 
cess will mean vindica- 


^ April tion: the system works. 
Due For individual investors, 
diligence employees and the rest, 
begins it may not make a big 
" difference; they were 
just dealt a bad hand. 

9 April i 
Deadline for srikanth.srinivas 
financial bids @abp.in 
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One Fraud, 


Three Stories 


by Anjuli Bhargava 





VEN as bidders line up to pick 





Three months after 


up the company he built, what » 
must be going through Byrraju 
Ramalinga Raju's head, sitting -J : 
alone in his cell in Chanchal- Raju S confession, several 
guda jail, roughly 15 km from his s 
palatial bungalow in Jubilee questions remain. 
Hills, Hyderabad? Stripped of his mobile 
phone, his personal possessions, contact with m 
his family and the comfortable existence he led Here are th ree versions of 
before the great fall, what must be the thoughts 
running through the mind of the former chair- S V 
man of Satyam Computers? the at am saga 
Would all the implications of his actions, both 
for himself and his family, have sunk in by now? children — like the rest of his family — will have 
Raju's actions have alienated him and his to face social disgrace from an unforgiving 
immediate family from most people today. world. “The Rajus are persona non grata in 
Once a highly revered figure (“Raju almost had Hyderabad today,’ says a former family friend. 
a halo around his head,” says one former family He has become the butt of many jokes. A pop- 
friend) in Andhra society, he finds himself dis- ular one is: “Raju Raju, yes Papa. Cheating peo- 
graced in his own city today. ple? No, Papa. Telling lies? No, Papa. Open your * 
Autorickshaw drivers have an opinion on balance sheet, ha ha ha." 
him, and it is not charitable. “Chor hai,’ says one But jokes are just one small part of the vilifi- 
rickshaw driver. “Andhra ka naam badnaam cation. The more serious indictment has been 
kar diya he (He is a thief... he has brought dis- from the media, which has seen a steady stream 
grace to Andhra's name).” of vitriolic stories, some with scant regard for 
His sons, Teja and Rama Raju junior — both facts. The local media that once lionised him 
of whom have to some extent lost control of has turned against him with vengeance. 
their own companies, Maytas Infra and Maytas With access to two newspapers daily in 
Properties (Company Law Board-nominated prison, Raju must be acutely aware of the public 
members are now on the boards of both compa- — castigation. The barbs uttered against him by 
nies), in the scam fallout — and their wivesand some who were his acquaintances in better days 
his grandchildren are keeping a low profile. must surely hurt. When some stories appeared 
Barring his lawyer, his sons and a select few of how Raju had asked for a mosquito net in jail |. 


loyal friends, Raju does not get too many visi- 
tors. Only investigating officers from various 
agencies come to meet him. The intense media 
scrutiny has kept his wife Nandini away, so far. 
She has been largely in the confines of the Ju- 
bilee Hills residence since 7 January. His grand- 


(he got a repellent, in fact), M. Damodaran, 
former Securities and Exchange Board of India, 
or Sebi, chairman (and the man under whose 
nose most of this transpired), said,“The mos- 
quitoes must be very brave to go near him.” 

He is equally alienated from his fairly 
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extended family — several of whom have been 
implicated in the case. Some of his cousins are 
quite uncharitable, and claim that he owes 
them huge sums of money. 

Barring very few who are sticking to his side 
and who stayed in the initial days with his wife 
in the Jubilee Hills house, most of the family are 
attempting to distance themselves from the 
episode. While one of his brothers, Surya- 
naryana Raju, has been trying his best to not get 
arrested, his younger brother B. Rama Raju, 
former managing director of Satyam, housed in 
the same prison, has already fallen out with Ra- 
malinga. Rama Raju has hired a new lawyer to 
represent him, and has parted ways with Rama- 
linga’s lawyer who was initially defending both. 

But the worst may be the complete alienation 
from Satyam, the company he built painstak- 
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LY, 


ingly over 20 years and for which — according 


to his supporters — “he risked everything”. 

Is Raju thinking of all he has lost or the money 
he made through the scam? Is he ruing the loss 
of his reputation of being a “world-renowned 
visionary, global business leader and a thinker”? 
Stripped of all the accolades heaped on him 
over the years (see ‘Can Someone Apply The 
Brakes? does he feel his own nakedness? Is he 
feeling relieved that the duplicitous life he led is 
finally over? Or is he regretting his confession 
that prised open the can of worms? 

The answers to those questions would proba- 
bly never be known, just as the answers to the 
most important questions would probably never 
be known. More than two months after the scam 
broke out, and even as the sale process of Satyam 
is gathering steam (shortlisted bidders were to 
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Every camera lens in 
the state focused on 
Raju as he was arrested 
two days after his 
confession 
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ERHAPS the biggest damage done by the Satyam 
Pp scam is to the image of the Andhra Pradesh state, 

and businesses and businessmen hailing from 
there. Former Satyam Chairman B. Ramalinga Raju's 
confession on fraud is the final nail in the coffin in a 
state that is getting famous for its infamous deeds. 

While there are many smaller local scams and frauds 

that go unnoticed, there have now been a fair number of 
Scams from promoters of Andhra companies that have 
grabbed national attention. Says a GMR official, who did 
not wish to be quoted, "People are asking if it is us or 
the Reddys (of GVK Industries) next. There is an 
atmosphere of distrust. And lenders — who are in any 
case hesitant to lend in the current environment — have 
become even more wary." Officially, GMR refused to 
comment on the issue. 








Raju's confession, Nagarjuna group Chairman K.S. Raju 
and a former director of Nagarjuna Finance P.K. Madhav 
were arrested for a cheating case. They are now out on 
bail. Interestingly, Madhav was CEO of Maytas Infra- 
structure, the firm run by Ramalinga Raju's son Teja 
Raju, a position from which he resigned in mid-January. 

Keeping Satyam's Raju company in Chanchalguda jail 
is former Krushi Bank Chief K. Venkateswara Rao, who 
fled from Hyderabad in 2001 after allegedly duping 
8,300 depositors of nearly Rs 32 crore. He was caught 
and extradited from Thailand. 

In 2001, Ramesh Gelli (former chairman of Vysya 
Bank and promoter of Global Trust Bank) was forced to 
resign, and was implicated in a case involving cheating, 
criminal misappropriation and criminal conspiracy. Gelli 


But, G.V. Sanjay Reddy, vice- 
chairman of GVK and managing 
director of Mumbai International 
Airport, argues that it is not state- 
specific. “There is an impact across 
the country as every company is 
now being seen as guilty until 
proven innocent, as opposed to 
being innocent until proven guilty." 

However, if one goes back to the 
past, one finds an alarming number 
of cases with their origins in the 
state. Just a few weeks before / 


HIGH PRICE TO PAY: 
Andhra Pradesh CM 
Y.S.R. Reddy will have 
to convince investors 
not to be wary of 
companies hailing from 
his state 


0,007 


be announced even as BW went to press), none 
of the important questions in the whole affair 
has really been answered. And none of them 
seem likely to be answered in a hurry either. 

For example, how big was the actual scam — 
about Rs 7,000 crore as Raju indicated in his 
confession or Rs 9,600-crore plus as the Cen- 
tral Bureau of Investigation (CBI) suspects to- 
day? For that matter, was the money ever there? 
And who all were involved? Did Raju overstate 
profits as he claimed in his confession, or did he 
siphon offthe money as many think he did? 

The problem with the whole Satyam affair is 
that there are too many versions of the same 
story. There is the Raju version — which he out- 
lined in his confession, and which his support- 
ers claim to be the unvarnished truth. There is 
the version ofthe Andhra Pradesh Criminal In- 
vestigation Department (CID) investigators, 
which is a somewhat different tale of the same 
scam. And then there is the version that is 
widely believed in government circles, and 
maybe even by you and me. Each version has a 
certain plausible logic backing it — but each 





faced an ignominious exit as the 
head of the bank following a failed 
merger with UTI Bank. 

Senior officials at the Centre — 
including those from Andhra cadre 
— feel that the ripples will 
certainly be felt at the state level. 
"The biggest price for the Satyam 
saga will be paid by the entire 
Indian corporate sector, but people 
are viewing large Andhra-based 
groups and companies with 
suspicion," says a top bureaucrat at 
the Centre who hails from the state. 


BLOOMBERG 


also leaves a number of questions unanswered. 

Dear readers, you decide which version 
sounds most likely. We start with the Rama- 
linga Raju version of the scam first. 


What Raju's Supporters Say Happened 
It may sound unbelievable, but there are actu- 
ally some people in Raju's camp even now. They . 
may be few and fast diminishing, but there are 
some (barring his defence team and lawyer 
S. Bharat Kumar) who take his confession at 
face value and credit him with the fact that he 
took full moral responsibility for the scam. 
According to Raju's supporters, the real facts 
of the scam are very much as Raju wrote in his 
confession letter. This version says that several 
key officials — including the present CEO A.S. 
Murty — knew there was a large, growing gap 
between the profits Satyam was earning year on 
year and what was being shown on paper. This 
was being done to keep the share price high de- 
spite the company's deteriorating performance. 
Raju wanted to rig the revenue and profit fig- 
ures, according to this version, because he could 
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well lose control of his company if the share- 
holders and the board discovered how badly 
Satyam was doing under his watch. 

Raju claimed he sold no shares of Satyam for 
personal benefit, but that he pledged a large 
number of them with his extended family to 
raise money to bridge the ever-growing gap be- 
tween what was claimed and what was real. “He 
has alienated about 20-25 members of his own 
family as they are all now in financial trouble. 
He was obsessed with Satyam, and risked every- 
thing for it.” In fact on 8 January, the company 
received several letters from these individuals 
seeking return of their loans. 

According to this version, the gap finally 
proved too wide to bridge even with the loans. 
Worse, the stockmarket started to plummet. 
Those with whom he had pledged his shares 
sold them off. His own holding in the company 
was now down from 8.6 per cent to 2 per cent. 
As a last ditch attempt to replace Satyam’s fake 
assets with real ones, he tried the Maytas acqui- 
sitions. Satyam would, in turn, give a cheque 
that would not be realised. “Actually, the main 
loser in this would only have been Raju, and his 
sons and family.” 

Raju's aides say that when the Maytas acqui- 
sition failed (shareholders protested and, in the 
face of the opposition, Raju caved in), he re- 
alised that all his options were over. At that 
stage, he chose to take the entire blame. “Many 
dress up their accounts. But how many take the 
blame on themselves?” asks one of his support- 
ers. They argue that Raju confessed when he re- 
alised that it could mean the end of Satyam. “He 
could not have been in a worse position (by con- 
fessing), but his company could. Had he per- 
sisted, it would have either become evident in 
due course (the third quarter review may have 
revealed it) or the company would have gone 
down under. He confessed to save Satyam,” says 
a source close to Raju. 

His camp insists investigators are “barking 
up the wrong tree’, and are conducting a “third- 
rate investigation”. They argue that there is no 
link between the companies, which held land in 
Hyderabad and other parts of Andhra Pradesh, 
and the Satyam fraud. “What is wrong with set- 
ting up 327 companies ? They are all legally reg- 
istered, and pay tax. Do you know how many 
such companies other real estate companies 
have?” asks one member. 

Raju’s supporters also insist that his sons, his 
wife and his brother Rama Raju were unaware 
of the situation, a story few are willing to be- 
lieve. They also go so far as to blame the exter- 
nal auditors for the situation in which Raju 
finds himself today. 

Rajus choice of lawyer — relatively unknown 


and largely unproven S. Bharat Kumar, who 
says he is working on a *case of a lifetime" — is 
claimed as evidence of the fact that what Raju 
confessed to is the truth. “He has admitted what 
he had to, and said he is willing to face the con- 
sequences. It no longer matters who represents 
him and who does not,” says one of Raju's sup- 
porters (Kumar has a team of 20 lawyers work- 
ing round the clock to help him defend Raju in 
the more than 29 cases filed against him. Not a 
very big legal team given the profile ofthe case). 

The problem with this version lies in the 
number of questions it fails to answer satisfacto- 
rily. For example, how could Satyam make 3 per 
cent net profits when its peers in the same busi- 
ness made 20-25 per cent year on year? More 
importantly, how did Raju manage to hide the 
evidence of his cooking of books from so many 
regulators and other gatekeepers — the Reserve 


DIFFERENT VOICES 


Raju’s Camp 


“Had the money “Investigators have 
been there and had) been sitting on two 
he diverted it to truckloads of docu- 
land purchase and | ments for over 60 
other uses, why days now. Do they 
would he confess | have any evidence 
and draw attention | that even a rupee 
to the fact?" was siphoned?" 


"He could not 
be in a worse 
position than he 
is today, but his 
company 
(Satyam) could. 
That is why he 
confessed" 


Investigating Agencies 


| 
| 
| 
| 
| 
| 
| 





"He was obssessed | "He had 3 per cent 


with land and shareholding left in 
risked everything | the company, was 
for it” in danger of losing 


it and the new man- 
agement would 
have exposed him. 
He confessed under 
compulsion” 





“The Satyam “If his peers were 
annual report 
of 2007-08 is year on year and 


a masterpiece 
of fiction? | find 
that hard to 
believe” 


3%, not only was 
its management 
dishonest, it was 
also incompetent” 
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“The fact that 
he confessed 
does not lessen 
his offence” 


| The Third Eye 


“Raju is claiming 
earning 20% profits | he fooled all the 

people, all of the 
Satyam was earning | time. It’s hard to 
swallow” 


ddl eae atyam 


Tc. io ir ~ Lorie t v 3s 
SS Enos M PV: =} ey 
c wy A 2 se ql ees Mi e tS A--.-i-- 


S ATYAM may or may not have had money in its bank accounts, but 





one thing it had in plenty was awards. Award-obsessed Indians 

(and a few foreigners) have, over the past couple of years, con- 
ferred no less than 40 awards on Satyam and at least seven on the man 
who was leading it till 7 January 2009. 

B. Ramalinga Raju must have had a hearty laugh on receiving the usd 
Golden Peak Award for Corporate Governance on 22 September 2008 — "E 
conferred on him by the World Council for Corporate Governance, embar- — 
rassingly close in terms of timing to the unravelling of his entire fraud. = 
“It makes one wonder how many of the awards — conferred obsessively 
through the year — on individuals and companies are based on actual 
merit,” says a senior government official, arguing that brakes and discre- 
tion are urgently needed on this trend. Post Raju’s confession, the 
council has withdrawn the award. 

Before that, Raju was awarded the Ernst & Young Entrepreneur of the 
Year (2007), CNBC’s Asian Business Leader-Corporate Citizen of the 
Year (2002), Dataquest IT Man Of The Year (2000), and Ernst & Young 


[? 
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Entrepreneur of the Year for Services (1999). In 2008, he also got the - 
Frost & Sullivan Excellence in Leadership Award and in 2005, a Life- per cent in 2001, and kept coming down every 
time Achievement Award by the Hyderabad Management Institute. year because of these sales until it was down to 

Satyam, too, has been on an endless award-winning spree almost about 8 per cent by 2008. A total of 327 compa- 
since its inception, and certainly since 1991 when the trend of confer- nies were created with different family mem- 
ring awards picked up in India in real earnest. In 2008, the company bers as directors on these companies, and the 
won the 'Best IT Practices' award given by the Amity Business School, land was held by the companies as their assets. 
Noida. In 2006, it was awarded a 'Recognition of Commitment' by the "The equity of these companies was built 
Institute of Internal Auditors, US. In 2005, Forbes conferred the 'Top through the sale of Satyam shares. Raju's family 
Asian Companies’ (below $1 billion) on Satyam. Business Today and AT was always into acquiring land. I do not think 
Kearney included the company in the 'Top 13 Best Managed Compa- he ever outgrew his obsession of it,” says one 
nies' in the same year. senior Andhra police official, who says he knew 

Ironically, in 2001-02 — the year that was said to be the take-off Raju's father and his family soon after they 
point for India's IT sector and for Satyam — the company was given a moved to Hyderabad from their village in Gara- 
‘National Award for Bright Ideas’. Today, we know why. gaparru (West Godavari district, AP). 


Andhra CID investigators say they have 

IN HAPPIER TIMES: Bank of India (RBI), software technology park established that a total of 5,111 acres (mostly 

Satyam, which got (STP) authorities and income-tax authorities? If rural) and 35,074 square yards (mostly in 

listed on the New York he indeed managed to fool so many authorities | Hyderabad city) is owned by the three brothers 
Stock Exchange in^ for seven years as he claimed, he was a consum- (see “The Raju Land Bank’) through a complex — * 


Aie hes ie mate magician. But if he was such a great magi- holding pattern, with each company having sev- 


cian, why did he ever need to confess? eral family members on the board of directors 
of each company. 
What Andhra Investigators Claim Satyam’s profitability was lower since many 


Now consider the Andhra CID version. In some employees were being kept “on the bench (two- 
ways, you could say it was merely a twist of the three times the industry norm)”. “To justify the 
Raju version. It also assumes that essentially size and turnover of Satyam, Raju had hired 
Raju was cooking his books — not siphoning off ^ employees who were often not on any projects, 
money. Where it differs from the Raju versionis ^ which increased expenses. At some stage, it is 
in the scale of the fraud. possible he just began playing the game,” says 
The Andhra CID story goes like this: a large one official. “If an Infosys, a Wipro and a TCS 
number of shares had been allotted to Raju's were earning 25 per cent profits every year, how 
immediate and extended family from the pro- could he admit that he was earning only 3 per 
moters’ quota when the company went public. cent? Shareholders would ask questions, and it 
These shares were sold by family members at may even mean his removal as chairman.” 
times when the share price was riding high Thesituation went from bad to worse. And by 
(that is why he inflated accounts; to keep the — 2006, the company was in serious financial 
price high) and invested intoland. Theshare- trouble. Despite that the company issued a 1:1 
holding ofthe promoters in Satyam wasover25 bonus, releasing more shares into the market. 


di 
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“How can they issue a bonus when the company 
was not doing well? He and his entire family 
gained from that, and all those shares were 
pledged or sold whenever needed.” 

But what really did Raju in was the recession, 
according to the CID. When that started, 
Satyam was badly hit. That is when Raju started 
pledging his own shares to raise money to pump 
in (investigating officials say they have been 
able to verify from banks that close to Rs 1,420 
crore was actually pumped back into the com- 
pany). Keeping the operations of the company 
going was getting to be a challenge in a market 
where lenders were cagey, and costs were rising. 

Investigating officials argue that Raju may 
have thought that he would bridge the gap in 
due course by selling off some of the land hold- 
ings acquired by these 327 companies over the 
years. But when the tide turned, the value of the 
land he had bought had also plummeted. So 
selling that and pumping money back into the 
company was not possible either. 

By September 2008, the core promoters’ 
shareholding had come down to 2 per cent 
(from around 8.6 per cent), and it was a matter 
of time before his fraud would come to light. 
The failure of the Maytas acquisition was the fi- 
nal nail in the coffin. “That is when he con- 
fessed. He had no choice left,” says one official. 

Investigating officials allege that many senior 
officials of Satyam were aware of the true posi- 
tion of the company, which is why a large num- 
ber of shares of the company were offloaded be- 
tween September 2008 and 7 January, before 
the trading was banned. The total number of 
shareholders of Satyam has risen from 216,000 
in September 2008 to 670,000 in February 
2009. “What this means is that the big guys 
offloaded,” says one official involved with the in- 
vestigation. Incidentally, they argue the new 
CEO A.S. Murty is one of “the three muske- 
teers”, and that he was as much a part of the 
fraud as Raju, his brother and the CFO Vadla- 
mani Srinivas were, a fact they were trying to 
substantiate before the CBI took over the reins. 

As these officials see it, Raju’s main crime is 
large-scale share rigging and insider-trading, 
and using the share sale proceeds to buy land. 
“His entire family had a large number of shares 
in Satyam, and these were sold when prices 
were high and possibly when they knew there 
was going to be some announcement that 
would make the price soar (insider trading).” 
But they are adamant that no siphoning of prof- 
its or cash took place at all. “We have not found 
evidence that the money was ever there. We 
cannot come to this conclusion just to satisfy 
someone else,” says one of the senior CID offi- 
cials, who is dogged about this detail. There are 


over 7,000 fake receipts. And clients have con- 
firmed that they never paid Satyam, and that 
the receipts are all fake. Banks have confirmed 
that the fixed deposit series numbers that 
Satyam claimed existed never did. “Not only do 
those fixed deposit receipt numbers not exist, 
our bank does not use and did not use any such 
series,’ says one HDFC Bank official. 

That however neither lessens nor takes away 
from the gravity of his crime, says one investiga- 
tor, arguing that the damage he has done to 
small investors is unforgivable. “As I see it, he 
should be in for life,” he says. 

Again, while plausible, the Andhra CID ver- 
sion also leaves many questions unanswered. 
Given that Raju needed to pay tax on his ficti- 
tious profits, why did he continue doing this for 
seven or 10 years instead of slowly reconciling 
the figures? More importantly, if Satyam was 
such a losing proposition, why was he so keen 
on maintaining control even when his share- 





THE RAJU LAND BANK 


| Ramalinga Raju's family own more than 5,111 | 


| acres of land through a web of 327 firms* 











ju — 200830 888200 8 
1,441.36 19,320.33 
1,661.52 — 6,869.73 


| *including 72 in different names Source: Andhra Investigators 


holding was down to a minuscule amount, in- 
stead of moving out lock, stock and barrel to his 
land-owning firms? And why would Raju agree 
to part with his stake in the Maytas companies, 
take a fake cheque (where money would not be 
realised) and pay capital gains tax from his per- 
sonal funds had the acquisition gone through, 
unless he had taken the money out before? 








A Widely Held Belief 

There is a large and growing number of people 
who are certain that Raju's crime lies outside his 
confession. In other words, he did not just in- 
flate and rig the turnover and profits, but si- 
phoned the money over the years (Price Water- 
house sources also agree with this view. Their 
contention is that till 30 September 2008, the 
bulk ofthe money was definitely there. And that 
it is not there today is also accepted). 

Andhra CID claims he falsified his accounts 
for two reasons: to retain control of his com- 
pany, and to sell shares when prices were high 
and use the proceeds to invest in land. 

But neither really hold water. Hiking his 
stake in the company would have been easier to 
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VEN as shortlisted bidders for Satyam are yet to be announced, 
there is fear at the Centre that the probe to uncover the real 
truth may lead nowhere. “Too many cooks appear to have spoilt 
the broth,” says a senior government official. With the Central Bureau 
of Investigation (CBI) now joining the probe, the total number of 
agencies investigating the case has climbed to six. 

"Not only do we feel that the Andhra Criminal Investigation 
Department (CID) has done more to protect B. Ramalinga Raju than to 
prosecute him, there is a very real danger that with so many jumping 
into the investigation there will be very little outcome," says one senior 
finance ministry official. ^It is quite plausible that even the charges he 
has admitted to do not stick." 

Within two days of Raju's confession, the Andhra CID had begun the 
investigation. Convinced that the state was working more in favour of 
the former chairman than against him, the Ministry of Corporate Affairs 
asked the largely inexperienced Serious Fraud Investigation Office 
(SFIO) to get into the act. "Unfortunately, no one can really speak for 
the SFIO, and its work as the body is largely untested," says a senior 
government official. Meanwhile, the income-tax department and the 
enforcement wing have also been running parallel investigations. 

Officials point out that often agencies were working at cross 
purposes, and the Securities and Exchange Board of India eventually 
had to approach the Mumbai courts to interrogate the offenders. “If 
Sebi has to go to court just to get to interrogate him, you can imagine 
the kind of clout he (Raju) enjoys," says the finance ministry official. 

With close to two months having passed before the CBI took matters 
into its hands, there is fear that the truth may never be uncovered 
(evidence may have been tampered with, or even knowing or 
unknowingly destroyed). Raju could well join the league of Harshad 
Mehta, Ketan Parekh and some of the other infamous fraudsters who 
were booked but never cooked. 








do by letting share prices fall and buying shares. 
"Raju would not have gained very much by 
keeping share prices high in this desperate 
manner. Shareholder activism was not that 
high as it is today that he would have feared re- 
moval. To hike his own holding, it would be eas- 
ier to let share prices fall,” argues a senior part- 
ner with KPMG, the firm that is currently 
restating the accounts of the company. Also, if 
he were into rigging shares, it would have made 
sense for him to offload when prices were high 
and buy back when prices fell. 

Also, creating such an elaborate fraud with 
not very obvious gains is another reason why 
people doubt his statement. “These companies 
have elaborate integrated accounting systems 
running on SAP. Creating a false customer 
identification and then billing him falsely, 
showing people going over to the site, showing 
fake receipts — this is hugely a complex exer- 
cise, says one Delhi-based auditor. *It is much 
easier to gain by taking cash out; that involves 
just one entry.” That cash, he points out, could 
easily be used for purchasing land rather than 


carrying on with an elaborate fraud of this na- 
ture year after year to keep share prices high. 

Moreover, many “gatekeepers” would have 
had to be fooled for him to fake his turnover. 
Most software companies have units in STPs. 
And to reap the tax benefits, they have to pro- 
vide invoices and proof of recovery of cash to 
them. Foreign exchange earned has to be re- 
alised as this is monitored by the RBI and au- 
thorised dealers. Delays in realisation receive a 
notice from the RBI. *If he claims he was fudg- 
ing it all, this is a very elaborately, minutely 
planned crime involving many people,” says a 
senior auditor with one ofthe Big Four. 

Satyam’s 2007-08 annual report shows that 51 
per cent or so of its revenues were from offshore 
activities, and around 48 per cent from onshore. 
"How does one fake people leaving the country 
and working on projects overseas?" he asks. 

Bankers make another very valid point relat- 
ing to Raju's attempts to merge Satyam with the 
two Maytas companies. “If the Maytas acquis- 
tion had gone through, Raju would have had to 
pay 30 per cent of capital gains tax. That would 
have been anywhere about Rs 700-1000 crore. 
Are you telling me he would have paid capital 
gains tax from his own pocket, and in the bar- 
gain lost a large part of his stake in the Maytas 
companies? That would be a brilliantly philan- 
thropic thing to do.” And answering his own 
query: *That alone is enough proof that he had 
taken the money out of the company earlier.” 

In fact, many feel in retrospect that the best 
option for Raju (even in the face of shareholder 
opposition) would have been not to *lose his 
nerve" and to go ahead with the Maytas acquisi- 
tion. "Not only would he have saved face, most 
ofthe losses would have been borne by him and 
his family, not various shareholders of Satyam,” 
points out one auditor. His point is that today 
we are comfortable with a large infrastructure 
and construction company (L&T) taking over 
an infotech company (Satyam). "Isn't it ironical 
that there was so much opposition to an 
infotech company (Satyam) taking over an 
infrastructure and construction company 
(Maytas Infra)?” 

Ironical or not, that is where we find our- 
selves today. Will the truth ever be known? Will 
the CBI investigation currently going on throw 
up some answers? And then again, it may not. 

Postscript: Satyam annual report 2007-08: 
“The future is not something true men enter. The 

future is something they shape with their own 
hands” — Aristotle 

By that yardstick, Ramalinga Raju is cer- 
tainly a true man. 


anjulibhargava@gmail.com 
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Unravelling 
Free Trade 


by nayan chanda 


BY THE TIME THE LEADERS OF THE G20 NATIONS 
gather at London’s ExCel Conference centre 
on 2 April, they will surely have seen — at 
least on television — thousands of protesters 
denouncing them for the misery being visited 
upon the world. They could perhaps live with 
the protesters’ wrath as the inevitable price of 
entry into the world’s newest club, but it is 
not just the anti-globalisation protesters that 
are up in arms. Given the unprecedented 
sense of crisis about the world economy, criti- 
cal gaze of the world is on the summit. Many 
fear, however, that like other international 
jamborees, the G20 will also be long on dec- 
larations and short on concrete measures. 
The G20’s London agenda does cover the 
critical issue of trade, but the indications are 
that between the US insistence that every- 
body launch massive fiscal stimuli (opposed 
by the Europeans) and the European inter- 





begin to partially nationalise financial insti- 
tutions and industry, the pressure to use tax- 
payer money to help only one’s own citizens is 
mounting. For instance, two-thirds of the US 
stimulus package is devoted to infrastruc- 
ture, healthcare, clean energy and climate 
control initiatives in which political influ- 
ence, rather than efficiency-driven market 
principles, will determine the allocation of re- 
sources. Politically powerful lobbies win, 
while the principle of free trade is pushed un- 
der the (domestically manufactured) bus. 
The initial attempt by US lawmakers to 
legislate ‘Buy American’ provisions and the 
French governments plan to ban outsourcing 
by its auto industry has fortunately been wa- 
tered down in the face of sharp criticism. Still, 
the US law could create obstacles for the gov- 
ernment procurement of steel from countries 
such as China, India and Brazil, as these have 
not signed the relevant WTO codes on gov- 
ernment procurement. There are plenty of 
means for governments to protect their con- 
stituents without violating outright the letter 
of WTO rules. It is the rise of this ‘murky pro- 
tectionism’ that is worrying. The knowledge 
that protectionism ‘protects’ only a narrow 
sub-section of the economy, while denying 
the benefits of free trade to the rest of the 
country, seems not to discourage politicians 


est in drafting global financial regulations have to from embracing populism. 

(the US wants to hasten slowly), the vital ^ i These initial experiences make it impera- 
question of trade protectionism will receive institute tive that the G20 not only undertake serious 
short shrift. And yet, in the face of the stricter commitments to free trade, but establish 


sharply falling trade, forecast to contract for 
the first time in two decades and rising un- 
employment, the danger of a lurch towards 
subtle trade barriers and national subsidies 
is mounting. The International Labour Organization (ILO) 
forecasts that, thanks to global recession, some 50 million 
people worldwide could lose their jobs. 

Since the 15 November meeting in Washington, all the 
members of the group, with the exceptions of Japan, Mexico 
and Saudi Arabia, have violated their pledges made at the 
time to avoid the temptation of protectionism. They pledged 
to “refrain from raising new barriers to investment or to trade 
in goods and services, imposing new export restrictions, or 
implementing World Trade Organization’s (WTO) inconsis- 
tent measures to stimulate exports.” Instead, by the World 
Bank’s count, some 78 trade-restricting measures have been 
taken all over the world. Although the impact of these mostly 
non-tariff barriers is difficult to measure and have not — so 
far — started retaliatory cycles, the fact that they have been 
adopted by relatively rich countries (the G20 represents 80 
per cent of the world economy) is still a bad omen. As nations 


monitoring mechanism. Unless member 
countries agree to set up a mechanism to 
monitor compliance with the pledge and 
publicly name and shame violators, there is 
no reason to expect the declarations made in April 2009 to be 
any more credible than those made in November 2008. 
There have been suggestions that the Director General of the 
WTO should be entrusted with publishing monthly report 
outlining trade violations by the G20 and other WTO signa- 
tories. Another suggestion calls for setting up an independ- 
ent Web-based compliance programme, under the auspices 
of the World Bank, in order to log complaints against mem- 
bers who violate their pledge. 

Whatever mechanisms of enforcement they choose to 
adopt, the G20 must enact a standstill agreement, and ensure 
it is respected. Unless strong barriers are raised against pro- 
tectionism, the London summit could prove to be a failure. 


The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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Blowing In 
The Wind 


Cash- 
squeezed 
Suzlon is 

flying in 
the face of 
tough times 


the US, its 
biggest me 


nife í 


by Sreevalsan Menon 


“I CANNOT CHANGE THE DIRECTION OF THE WIND,” 
went the words of musician Jimmy Dean, “but I 
can adjust my sails to always reach my destina- 
tion.” But the world’s fifth-largest wind turbine 
supplier Suzlon Energy now knows it has to do 
much more than that. 

In Suzlon’s season of troubles, not only have 
orders from its biggest market, the US, depleted 
after faulty turbine blades were supplied to 
US and Portuguese customers, the severely 
cash-short company has had to set aside 
Rs 200 crore to settle the retrofit programme 
by May 2009. 

“The retrofit and replacement programme to 


Renegotiates 
ment schedule 


1C 





corporate 


strengthen all (defective) V2 blades is on sched- 
ule,” says Sumant Sinha, chief operating officer 
of Suzlon. Additional retrofit costs will be 
added in the first quarter of 2009-10, though 
Suzlon refuses to discuss them now. 

While specific details are not available, 
American customers have completely avoided 
Suzlon after The Wall Street Journal covered 
the faulty blades issue. As Suzlon sulked, the 
sudden recession severely dented all orders. 

Meanwhile, the company is also required to 
pay for its ambitious acquisition of an addi- 
tional 22.4 per cent stake in German wind tur- 
bine producer RePower from the Portuguese 
wind-tower builder Martifer for €270 million 
(Rs 1,836 crore at current prices) last Septem- 
ber. Suzlon already owns 66 per cent share in 
RePower. To pay Martifer, Suzlon has had to sell 
10 per cent stake in its subsidiary, Belgian gear- 
box manufacturer Hansen Transmission, which 
it had acquired for Rs 2,511 crore in 2006. 

The US, which accounts for over 55 per cent 
of Suzlon’s market, has not placed any new or- 
ders since mid-2008. Instead, while global 
rivals Vestas and Gamesa grew by 48 and 64 per 
cent, respectively, in terms of order intake in 
calendar year 2008, Suzlon saw an 
erosion of 22 per cent. 

And so it is that despite Rs 6,942 
crore (stand alone) in sales and a net 
profit of Rs 1,265 crore at the end of 
FY 2008, the company is in danger of 
missing all its financial targets for the 
current fiscal. Suzlon's stock, which 
crashed from the year's high of Rs 460 
in early 2008 (it was Rs 1,510 in May 
2007) to around Rs 38 last week, 
reflects this downslide. 

“We started the year with a growth 
expectation of 40-50 per cent, but we 
are now looking at 18-20 per cent for 
the current year," admits Sinha. But 
even that looks difficult. 

Suzlon’s last quarter results truly re- 
flected the negative chain reaction 
from the blade failure issue. The com- 
pany ended the third quarter of 2008- 
09 with a huge loss of Rs 390 crore on 
sales of Rs 1,500 crore. Compare this 
to the net profit of Rs 338 crore it 
posted in the same period last year. 
The last quarter may worsen its woes. 

As the industry moves towards de- 
mand-based manufacturing, Suzlon is 
renegotiating supply contracts for bet- 
ter credit. “We have streamlined 
reporting procedures, procurement 
and logistics for cost savings and oper- 
ational efficiencies,” says Sinha. 
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But Where's The Money? 

Despite Sinha’s reassurances, analysts worry 
about Suzlon’s RePower acquisition, which re- 
mains riddled with problems. Recently, the 
wind major renegotiated its RePower acquisi- 
tion payment schedule from the previous 
December 2008 to May 2009. Though Suzlon 
has reduced the risk of breaching debt 
covenants, it is not still clear how the company 
will arrange short-term funding for payment to 
Martifer after it a shelved a Rs 1,200-crore 
rights issue in October 2008. 

According to Sinha, Suzlon needs around 
€30 million (Rs 204 crore) in April 2009 and 
€175 million (Rs 1,225 crore) in May to buy out 
the balance stake in RePower from Martifer. 
When the deal is eventually completed, Suzlon 
will own close to 90 per cent in RePower, which 
will accelerate its access to technology. Founder 
Chairman and Managing Director Tulsi Tanti, 
who holds roughly 65 per cent stake in Suzlon, 
is negotiating with private equity players such 
as the Carlyle Group and TPG Capital, and even 
Indian banks, for funding of around $500 mil- 
lion (Rs 2,500 crore), possibly by diluting a lit- 
tle over 15-20 per cent of his stake in it. No one 
has taken this bait yet, though bankers say 
Tanti’s price expectations are too high. 

Another option is to raise a certain portion of 
the money by selling further stakes in sub- 
sidiary units but, other than Hansen, there is 
hardly anything left. Suzlon has already raised 
Rs 960 crore through the sale of its subsidiary, 
SE Forge, and another Rs 550 crore through the 
10 per cent Hansen stake sale to London-based 
investment firm Ecofin. As of 30 September 
2008, Suzlon had cash reserves of Rs 1,400 
crore. “The money raised via the (Hansen) stake 
sale is sufficient to cover debt servicing for two- 
and-a-half quarters,” says Sinha. 

However, as power sector analyst Bhavin 
Vithalani of Enam Securities points out, this 
will take not care of Suzlon’s requirements 
beyond March 2009. 

Several medium-term challenges also stare at 
Suzlon. Ballooning currency risks and technol- 
ogy issues pose severe barriers to Suzlon's global 
strategy. Most of Suzlon’s capacity expansion in 
India is on hold because finance has dried up. 
Sinha says the media coverage that followed the 
news of blade failure had a devastating impact 
on the company. “Most global majors, be it 
. Vestas or GE, go through such technical issues 
regularly,” says industry expert, Ramesh Kymal, 
who headed Vestas in India for nearly 15 years 
and now leads CII’s Renewable Energy initia- 
tive. “However, the way Suzlon was dealt with 
left much to be desired.” 

The US is key to its health, and Suzlon cannot 


wish away its problems in this geog- 
raphy. Its handling of the defective 
blades backlash shows a lack of rea- 
diness in handling situations such as 
this. “Quality of your equipment is 
your responsibility, which makes or 
mars your future,” says Kymal. 

"Every manufacturer goes 
through such issues,” concurs 
T. Shivaram, MD and CEO of wind 
energy equipment maker, Shriram 
EPC. “However, more tests should 
have been done for durability in- 
stead of rushing to the market with 
a product.” Suzlon’s orders now 
mostly come from smaller markets. 
For example, Inner Mongolia’s 
North Longyuan Wind Power Cor- 
poration wants 100 MW of wind 
turbine capacity, while Australia’s 
AGL Energy requires 113.4 MW by 
this calendar year. 


The Global Slowdown 

Suzlon’s troubles could not have come at a 
worse time. The worldwide wind energy market 
is showing signs of a major slowdown in 2009. 
“Incremental order intake from the US will be 
challenging,” says Satyam Agarwal, an analyst 
with Motilal Oswal. “Several wind farm projects 
in Europe and China also face issues of credit 
availability, which too could impact demand.” 

While Sinha says the domestic market may 
grow better, Kymal says that growth here is not 
encouraging as India’s renewable energy policy 
is caught in a political quagmire. Suzlon’s ef- 
forts to establish wind farms ran into trouble in 
Dhule in Maharashtra, after locals objected to 
land acquisitions. Kymal says despite Tanti's in- 
vestments and vision, the company still suffers 
from a lack of top-quality managers who can 
take it forward. Sinha and Robin Banerjee, the 
CFO, were inducted as recently as late 2008 
and March 2009, respectively. 

Sinha wants to maintain what he calls a high 
net operating working capital to help Suzlon 
cope. AT Kearney is helping the company 
streamline its operations and optimise working 
capital. “We are also looking at various options 
for redistribution and matching of inventories 
across geographies,” Sinha says. 

Though its acquisition of RePower and 
Hansen may have been ambitious, industry an- 
alysts say Suzlon’s nimble-footed approach may 
yet help it succeed in the high profile EU and 
US markets. Yes, Suzlon is adjusting its sails. If 
only the wind would change direction, too. 
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STILL FISHING: 
Suzlon CMD Tulsi 
Tanti's plans to raise 
$500 million in 
exchange for shares has 
no takers as yet 


Poor Show 
ouzlon's performance 
in the FYO9 quarters 
has been disappointine 


December 2008 
Total income 


September 2008 


Total income 
2,234.47 
Net profit 


June 2008 


Total income 
1,496.28 
Net profit 
88.04 


Figures in Rs crore 
Source: Company 
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In Pursuit 
Of The Sun 


by P. Hari in San Francisco 
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TAKEOVERS ARE GENERALLY ABOUT GAINING MAR- 
ket share, acquiring technology, surviving 
tough times, or just egos. Often it is a permuta- 
tion ofthese. Also, the real reason often remains 
hidden for a long time, leaving the ground open 
for speculation. 

The imminent takeover of Sun Microsystems 
by IBM seems to fall into the final category. The 
reason: both of them have considerable overlap 
of products, and a clear edge for one of them — 
and, hence, a synergy — is difficult to establish 
either in market share or technology. 

When contacted, Sun and IBM did not either 

confirm or deny the speculation 


Cloud com- about the acquisition, which was 


started by The Wall Street Journal 


p uti ng may last week. Observers of the industry, 


however. do not see an overwhelm- 


h e at th p ing reason for the takeover. There are 


of course a large number of small 


h & a rt of reasons, each of which would assume 


added significance depending on 


IB M's ta ke- IBM’s overall strategy. So all we can 


do is to ask a few questions, and wait 


y. AN over plan for the answers over the next few 
5 


months or a year. 


The hardware: this is an area where the two 
compete head on. The world server market is 
worth $53 billion (about Rs 2,69,200 crore). 
According to market research firm IDC, IBM is 
at the top spot with 31 per cent market share, 
followed by Hewlett-Packard (HP), Dell and 
Sun. A merger between the two companies 
would give IBM a market share of 41 per cent. 
This is significant for IBM because it has been 
feeling the heat of competition for a while, 
although it has continued to hold on to the 
number one spot. 

The server market now gets crowded because 
Cisco has announced intentions to enter 
this space. A consolidation at this stage would 
give IBM a clear lead that would take time to 
catch up. However, the server market is not 
homogenous. It has several overlapping 
divisions with different leaders. One segment 
that will get a lot of attention is the Unix server 
market. IBM is the clear leader here and Sun is 
at number two. A merger would provide 
IBM-Sun overwhelming dominance of the 
$17.5-billion Unix server market with a share 
of around 65 per cent. This is an aspect of the 
deal that would catch the attention of regula- 
tors. But industry sources are worried for 
another reason. 

The market share of Unix servers (36 per cent 
now) is shrinking. But high-end Unix servers 
are currently the only alternatives to main- 
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frames used by large corporations for critical 
applications. IBM has a 90 per cent market 
share in mainframes. A dominance in the Unix 
server market also should provide the company 
a stranglehold on the high-end critical applica- 
tions market. 

Although Unisys and HP are beginning to 
provide alternatives to mainframes, it would 
take a long time for them to break IBM’s mo- 
nopoly, particularly if it consumes one serious 
competitor. IBM’s monopoly in the mainframe 
market has been the subject of anti-trust com- 
plaints. The high-end Unix server could see 
similar complaints soon. Let us watch how 
things unfold here. 

Ironically, the news about Sun’s possible ac- 
quisition came when Sun was announcing its 
entry into cloud computing. The cloud comput- 
ing phenomenon could be at the core of the 
takeover, although not directly. Cisco’s entry 
into the server market is driven by the urge to 
dominate the cloud computing landscape. IBM 
is not going to compete with Cisco for a while, 
because its main competitor now is HP, which is 
going through its own set of acquisitions to bol- 
ster its cloud computing business. At the heart 
of any cloud computing initiative is the data 
centre, a market worth $100 billion a year. The 
takeover makes no sense if we ignore the data 
centre wars. It has many giants competing 
against each other: IBM, HP, Cisco, Dell, 
Amazon and Google. 


Software And Services 

The deal is sometimes seen as more about hard- 
ware and less about software. There are reasons 
for this impression. IBM is the second-largest 
software vendor in the world after Microsoft. 
Software products account for 20 per cent of 
IBM's total revenue of $102 billion. If you add 
services to the software, IBM’s revenues are 
more than $80 billion. Sun, on the other hand, 
has a much smaller software business estimated 
at $3 billion. Moreover, there is a considerable 
overlap between the software products of both, 
there is seemingly no real synergy. But this may 
not be the case. 

IBM's DB2 and Sun's MySQL are both data- 
bases, but they do not always compete directly. 
The two could even be complementary if IBM 
chooses to do so. 

Suns Solaris and IBM's AIX compete di- 
rectly, but both are old products unlikely to im- 
pact markets in the near future. IBM probably 
does not need most of Sun’s other products with 
some exceptions. The most important of these 
is Java, Sun's crown jewel. 

Unfortunately, Java's creators were not abie 
to profit from their creation. Sun distributes 
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Java free and has not been 
able to monetise it signifi- 
cantly in any other way. Will 
IBM be different? 


Control Over Java 
There is probably no major 
company in the world that 
does not use Java in some 
way. Yet Sun — which still 
owns Java — got a paltry 
$200 million out of it last 
year. In comparison, IBM al- 
ready earns $2-3 billion out 
of Java-based services (the 
precise number is unclear), 
and thus has an extensive 
global network around it. It 
is in a good position to in- 
crease its products and services based on Java. BUYING GAMES: 
IBM has been a proponent of open Java and !BM's CEO Samuel 
might still keep it free and open. However, large J. Palmisano (left) and 
ES roe : . Sun's CEO Jonathan 

application software companies may not quite S 
; chwartz. The merger 
like IBM controlling Java. Would IBM's com- would give IBM 41 per 
petitors — which number much more than cent market share in 
Sun's — be willing to place their bets on a lan- the server market 
guage owned by IBM? 

Once again, we are back to the cloud and the 
wars to control it, or to at least to profit from it. 
Judging from current trends, open source soft- 
ware is likely to play a major role in the coming 
battle by serving as a platform on which appli- 
cations are going to be written. So if IBM has 
Java, what should an HP, Oracle or SAP have? 
The market is already filled with rumours of ac- 
quisitions of Open Source software companies. 
Oracle is said to be eyeing Red Hat, and this 
Linux vendors share prices went up with the 
rumours. There are several other such compa- 
nies that sell many varieties of open source 
software, and many of them could be now 
acquisition targets. 
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IPv6, the 
next-gen 
internet pro- 
tocol, will 
boost India’s 
Web world 


PEDE internet 


witching To 
Fast Forward 


by M. Rajendran 


TIM BERNERS-LEE, THE MAN WHO INVENTED THE 
World Wide Web (WWW), would perhaps 
never have imagined the extent of explosion of 
his creation, or of the picture that is now un- 
folding. By 2010, 40-50 billion new devices — 
personal digital assistants, mobile phones, 
smart home appliances, computers and new al- 
ways-on technologies such as cable, wireless, 
ethernet-to-the-home, and fibre-to-the-home- 
based devices — would connect to the internet, 
according to estimates of the Department of 
Information Technology (DIT). Of these, India 
would account for 15-20 billion. Presumably, 
their users will all use the facility of connecting 
to the internet, and will require unique Internet 
Protocol (IP) addresses. Department of 

Telecommunications (DoT) estimates 


seams, is fast running out of unique IP addresses 
to allocate. And while most developed countries 
such as the US and UK, and even developing 
countries such as Taiwan, Korea and Thailand 
have taken corrective measures (by deploying 
IPv6, the next generation internet protocol), In- 
dia is struggling to keep pace. 


What's Your Address? 

Every website and device connected to the in- 
ternet has a unique IP address, similar to, say, 
your home address. This is to ensure that the 
internet's computers — including Web servers 
where websites are located — recognise one an- 
other and not, for instance, deposit that email 
intended for your girlfriend in your mother's 
inbox. In such a situation, the system for gener- 
ating and allotting IP addresses becomes criti- 
cal. And the system that has been used so far — 
IPv4 (Internet Protocol version 4) — is fast ex- 
hausting its reservoir of IP addresses. 

IPv4, designed between 1973 and 1978 and 
commercially deployed in 1980, can accommo- 
date a total of 4.3 billion unique IP addresses. 
Of that, only 1.3 billion remain for the entire 
world to scramble for. Several observers, in- 
cluding one of the pioneers ofthe internet, Vint 
Cerf, have estimated that the world would run 
out of internet addresses by 2010. 


One solution that was standardised in 1998 
and deployed since 2003 is IPv6. (In case you 
are wondering what happened to IPv5, it was an 
experimental protocol developed in the 1980s, 
but never deployed on a wide scale.) For starters, 


going forward, India alone would 
need at least 5 billion IP addresses. 
That should not be a problem, 
apart from the fact that the internet, 
overcrowded and bursting at the 
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IPv6 offers many more addresses, a mind- 
numbing 256 trillion trillion trillion trillion, ac- 
cording to DoT. For a sense of what that means, 
assuming a global population of 6 billion, that 
would be 42,667 trillion, trillion, trillion devices 
per human! IPv6 can house every device that 
wants to connect to the internet and more; it 
also offers other benefits. Given that even an in- 
ternet-enabled oven would have a unique IP ad- 
dress under IPv6, makes the protocol much 
more secure than IPv4. Quality of service (QoS), 
a contentious subject in terms of Indian telecom 
operators and internet service providers, would 
get a boost since the speed of accessing an IP ad- 
dress through IPv6 is faster — provided the 
broadband speed is fast, of course. “IPv6 will 
give the necessary flexibility and operational 
freedom to operators, while end customers like 
SMEs get extensive eyeballs,” says Rajesh Agar- 

wal, additional CEO of National Internet Ex- 
- change of India (NIXI). Adds Kapil Dev Kumar, 
COO of MyWay, a Gurgaon-based IPTV services 
company: "Consumers like you and me will not 
feel it, but the benefits will be immense to opera- 
tors who use it to offer different services.” 


Sensing the way things were moving, in 2005, a 
Department of Telecommunications (DoT) 
committee that was set up to look into transi- 
tion from IPv4 to IPv6 had recommended that 
IPv6 needed to be put in place in the country by 
2010. Among other things, DoT had recom- 
mended that IPv6 needed to be supported by 
telecom service providers’ networks such as 
GPRS and CDMA; that all new equipment to be 
purchased by government departments should 
be IPv6-compliant; that ICANN (Internet Cor- 
poration for Assigned Names and Numbers) 
should be asked to allot contiguous IPv6 blocks 
for India; and that a separate agency under 
Telecom Engineering Centre (TEC, the apex 
body to certify equipment under DoT) be set up 
to certify equipment compliant with IPv6. Most 
important, the committee recommended a re- 
bate in customs and excise duty for IPv6 service 
providers and also for IPv6 equipment. How- 
ever, they are yet to be implemented. 

Following DoT's proposal, in 2006, TEC pro- 
posed that all ISPs and telecom operators should 
deploy only IPv6 compliant equipment by 2010. 
Then, on the advice of the home ministry, the 
communications ministry said that all IP ad- 
dresses that get registered in IPv6 be routed 
through an Indian national internet registry 
(NIR). But the application to set up an Indian 
NIR was sent to Brisbane-based Asia-Pacific 
Network Information Centre ( APNIC), the re- 
gion's nodal agency, only in January 2009, which 


Panic has set in sina officials of the PR 


_ joint secretary at DIT and CEO of NIXI. 
| and action can be taken without much hindrance if the server is 


| seeker from India pays half a million dollars to, P 
. IP address," says Rajesh Chha 


| on the usual time span for allocating NIRs 2 
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response with a query number, but vai ply d 
article went to press. 


has not cleared it yet (see "The Final Hurdle’). 


A positive sign-off from APNIC on an Indian 


NIR would speed up the rollout of IPv6, which 
would entail some added costs for companies 
using hardware that are not IPv6 compliant. Ac- 
cording to TEC, the CPE (customer premise 
equipment) for xDSL and other access and set- 
top boxes, PCs, etc. need to be modified for hard- 
ware and software. That entails significant cost, 
even though there would be a transition period 
when both IPv4 and IPv6 will run together, al- 
lowing IPv4 gadgets to continue to work. 


Once on IPv6, telcos and ISPs can offer a 


range of services that we can only dream of to- 
day. They would, however, still need one more 
ingredient: high broadband speeds, which 
India lacks currently. But that is another story. 
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Global Commentary 


Will History 
Repeat Itself ? 


by paul samuelson 


WHEN ADOLF HITLER WAS TAKING OVER GER- 
many in the post-Weimar 1933-39 period, 
seers in Europe and North America pro- 
claimed, “It can’t happen here.” It is a worth- 
while exercise to re-ask the question seriously: 
could Barack Obama’s America have the kind 
of lost decade that Japan has suffered? 
Thinking the unthinkable can be valuable 
even for optimists. I am a macro-economist 
and a realist who expects that despite excel- 
lent programmes by the Obama teams and 
the Democratic Congress, the US and global 
recovery of real GDP growth and high em- 
ployment will probably follow a slump meas- 





If US permits 


Life in a Japan-like sustained sliding could be 
woeful. Already outside my winter home on the 
west coast of Florida, I see that dismal story. If 
we drive one mile south, we can count “For Sale” 
signs on 20 luxury houses. 

Retail stores are largely empty. Nursing serv- 
ices are abundantly available because few hus- 
bands of nurses can find a job. One encounters 
lawyers and engineers who would accept a job 
washing automobiles, though no such jobs can 

be found today. 

A distraught local banker, who in all likeli- 
hood had voted Republican all his life, sur- 
prised me when I heard him say: “If the 
Obama crowd could avoid the Japan trap by 
tolerating 2009-12 inflation rates of 10-plus 
per cent, America ought to accept that risk.” 

Pondering the Japanese disease — not be- 
cause it is all that likely, but so that we know 
how bad that would be — will clinch the case 
for extreme stimulus programmes. 

One further thought experiment concern- 
ing the half decade ahead is worth exploring. 
What if anti-free-trade ideology gains in po- 


ured in years rather than months. itself to litical popularity? If the European Union 
Suppose, however, that I am being too op- . (EU), North America and Asia generally suc- 
timistic? Maybe the US could have a ‘lost stay mired cumb to heavy tariffs and low import quotas, 
decade like Japan's ‘lost decade’. in the what will this do to global real growth rates 
How could that happen? All you'd need . and living standards? 
would be a democracy stalemate. In Japan, economic Hardest hit will be China and India. Work- 
the different factions in the majority Liberal slump, it ers in the US and the EU too can't escape a 
Democratic Party were ever prone to contro- ld h drop in their paychecks. Still, many EU na- 
versy. Also, the legislators in the Diet fought cou avea tions such as France, Germany and Italy 
with Japan's bureaucrats. ‘lost decade’ might prefer this drop if that succeeds in, say, 


We need only to imagine some lost popu- 
larity by Obama. Without a sustained strong 
public injection of new purchasing power, a 
recessionary economy goes from bad to 
worse. Job cuts cause consumption spending to shrink. Less 
spending causes unemployment to swell. 

Japan is disproof of the earlier belief that unregulated 
markets can always generate their own recoveries. An even 
earlier disproof was provided by lame-duck President Her- 
bert Hoover in the 1929-32 years. A slumping economy will 
generate its own downward vicious cycle, unless a lot of sus- 
tained governmental stimulus is fed into it. 

So far, the US dollar has been strong. But we cannot rule 
out a future disorderly run against the dollar. When and if 
that happens, marching along with foreign hedge funds sell- 
ing the dollar short will be US hedge funds, too. 

Right now, Obama and Federal Reserve Chairman Ben 
Bernanke are free from concerns over the dollar’s weaken- 
ing. But later, over-consuming Americans could lose leader- 
ship in currency markets. George W. Bush, during his eight 
years in the White House, alienated nations abroad. 


like Japan 


halving Europe's rate of unemployment. 

Knowing the follies of the left and the. 
right, I have become a confirmed centrist, 
who knows that private enterprises and pub- 
lic regulators are both needed. Almost by definition, a cen- 
trist must be prepared for compromises. Thus, if the French 
want to work fewer hours per week and want to slow down 
on free trade, those are admissible choices. 

During up bubbles, success today seems to breed success 
tomorrow. But that knife blade cuts two ways. In a down 
bubble, yesterday’s drop in the Dow’s stock prices will gener- 
ate today’s and tomorrow’s further drop in prices. 

When the public becomes too scared to spend, their shift 
to saving kills off investment. My generation of macro econ- 
omists called this “the Paradox of Thrift”. Today’s teachers in 
the Ivy League got brainwashed by scholars like Milton 
Friedman and Friedrich Hayek to forget such realities. 

It will be a tragedy — an avoidable tragedy — if today’s 
democracies permit themselves to stay mired in long slumps. 
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Orphaned 
Husk 


by M. Rajendran 


India has 
failed to 
manage 

indigenous 
products 
_ like Isabgol 


THIS IS ANOTHER CASE OF OPPORTUNITY LOST FOR 
an indigenous Indian product. According to the 
Gujarat-based Psyllium Husk Processors Asso- 
ciation, in 2007-08, India produced 9 million 
tonnes — 98 per cent of the world’s total pro- 
duction — of Isabgol, a traditional Indian laxa- 
tive made of psyllium seed husk. But the bulk of 
this produce was exported and sold as ‘value- 
added’ products in the US and Europe by multi- 
national companies (MNCs) such as Procter & 
Gamble (P&G), Kellogg’s, Reckitt Benckiser and 
GlaxoSmithKline. “Isabgol is widely used in the 
US and Europe as a breakfast cereal and is mar- 
keted as health food,” says Dr Anita Gupta, sen- 
ior gynaecologist at GM Modi Hospital in Delhi. 

Not surprisingly, the Indian market for the 
husk is about one-tenth the global market size 
of Rs 1,000 crore (and growing at 30 per cent). 


TRIBHUWAN SHARMA 


IW TH Commodities 


"There was an opportunity, but it was never 
captured by India's producers and marketers," 
says Vijay Sardana, director of Achievers’ 
Resources India, a Delhi-based agri-business 
knowledge services company. Companies such 
as Dabur and Cipla do sell Isabgol in branded 
form, but only the raw husk. 

*We have Isabgol in husk form that is of bet- 
ter quality than those sold in markets,” says a 
spokeswoman of Kolkata-based Baidyanath. 
“We are exploring the possibility of introducing 
new products." Dabur has innovated a little by 
selling it in different colours and flavours. A sen- 
ior Dabur executive says, in the absence of do- 
mestic demand, investments in product devel- 
opment and campaigning are likely to be low. 

Demand, sometimes, can be stimulated 
through appealing offerings. “MNCs have 
transformed Isabgol into a new segment for a 
variety of products,” says Pravin M. Patel, a 
partner at Surat-based Sun Psyllium Industries, 
an Indian Psyllium exporter. Kellogg', for in- 
stance, offers ready-to-eat cereals and pasta 
dough that contain Isabgol; P&G sells Isabgol- 
based health drinks. There are also Isabgol- 
based baked snacks, pasta and cake. Most of 
these, incidentally, are patented in the US. 

A 2008 report by Achievers' Resources on be- 
half of the Gujarat government — the state is 
one of the largest cultivators of psyllium — 
shows that during 1996-2001, about 33 US 
patents were granted on various uses of psyl- 
lium husk, with US companies cornering 24 of 
them. Apart from the food innovations, patents 
were granted on the use of the husk in drug 
compositions to reduce cholesterol, improve 
bowel movements and palatability, treat consti- 
pation and as a dietary supplement. 

Naturally, the Indian industry is grumbling. 
"There is a need to monitor the patents being is- 
sued, so that they can be challenged on the 
ground of traditional knowledge availability 
with India,” says Sardana, adding that the ex- 
port of raw husk from India should be taxed. 
Generating demand in the domestic market 
through marketing by the government is also 
advocated. “It should be taken up in mission 
mode like milk and egg consumption," says 
Kalyan Chakravarthy, country head of the food 
and agriculture division of Yes Bank. However, 
neither the Ministry of Agriculture nor the 
Ministry of Heath and Family Welfare has Isab- 
gol on its list of mission mode projects. A senior 
official even struggled for a while before realis- 
ing what Isabgol was. Like in the case of several 
other indigenous products, India has only itself 
to blame for being left behind. 
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In Conversation 


‘We had to 
come back 


“Consulting firms are not immune to what is 
going on in the rest of the world,” says 
Shumeet Banerji, global CEO of Booz and 
Company, a global — and now largely 
corporate — consulting firm. And he seems 
to believe you can go home again, which is 
why he keeps coming back to India. 
Compared to the first time in the mid 1990s, b. 
when he came to build and staff the 
erstwhile Booz Allen Hamilton’s consulting 
practice, he returns now as CEO ofa 
stripped down version of the original: Booz 
and Company sold what was its largest 
practice, that of the US government 
business, to The Carlyle Group, for $2.54 
billion, a transaction that was completed in 
mid-2008. Banerji took over as global CEO 
in May. He shared some of his impressions 
with BWs ıs in Mumbai 
recently. Excerpts: 


SUB HARRATA RAS 





a back again. What made you exit earlier? 
A „ There are many reasons for the return, 

a but the primary one is market 
conditions. Our portfolio was very different 
last year, when we took the government 
business out and sold it to Carlyle. We had a 
US government-focused business back then, 
and the management worked with greater 
emphasis on that, and lesser on emerging 
markets. That led to the exit. Now, as we 
return to being a global consulting firm, 
returning to India was an obvious decision. 


E um made yen acit on 
* 


, Given the present situation, do you think 

a India Inc. is prepared for the downturn? 
A od think that the scale, severity and the 

= depth of the global downturn continue 
to surprise us all. In December 2008, I 
_ thought we could draw a line under the losses 
and impact; but in January, we all found that 
optimism to be unfounded. In India, nobody 
was naive enough to assume that there would 
be no impact, but there were expectations that 
perhaps most of the adversity could be 
avoided. Here again, that same optimism was 
unfounded once the index of industrial 
production numbers in late 2008 became 
public. What we are seeing in India is the 
direct implications of the tightening of global 
credit. True, India is not an export-dependent 
economy such as China or Korea, and it has a 
reasonably clean banking system. But what 
people underestimated is that even though 
this is a savings-rich country with relatively 
high levels of capital formation, there is still an 
important role that capital flows play in the 
economy. And now we are seeing that clearly. 


a 90, what can we expect 

a in 2009? 

*! think that 2009 will be, in the famous 

= words of the Queen, annus horribilis; it 
will be a nasty business and we will have to be 
optimistic to be hoping to see an emergence 
from the recession during this year. I don't 
think it is impossible, but we are certainly 
looking at a recovery only in the third or 
fourth quarter. Sectors such as information 
technology, outsourcing businesses, and capi- 
tal-dependent or financials-dependent busi- 
nesses will be more affected. Companies with 
strong balance sheets, irrespective of what sec- 
tor they are in, will emerge from this strongly. 


Q , How can a company be better equipped 
a for a situation like this? 
A 3 There are two most important lessons 

= that a company should learn. One is that 


debt is a good thing, but you have got to 
watch capital structure where you have debt 
deployed for acquisitions. The second lesson 
— one that we did not learn from the 2000-01 
dotcom bust — is that chasing valuation is a 
bad basis to build companies. If you build fun- 
damentally strong companies, you get good 
valuations, but it doesn't work the other 

way round. Good companies pay attention 

to ensure that they achieve an adequate 
balance between top line investment and 
operating costs. 


Q , Apart from cost cutting, what else can a 
= company do to survive the recession? 

„ Few weeks ago, two colleagues and I 

= wrote a paper. We said that for 
companies that have a level of strength, there 
are tremendous opportunities that will emerge 
in this situation. And in order to make that 
happen we take two or three ingredients. One 
is industry structure and dynamics. What do 
you think will be the shape of the industry in 
two years from now? You don't have to be 


right, you have to be more or less accurate. 


Second, what role are we as a company going 
to play in that structure? What is the shape of 
assets we would like to own? What kind of 
capabilities do we need, and where will we get 
them from? And third, that cash is king has 
never been truer. Do we have the balance sheet 
strength and the capital sources to ensure that 
we can move fast when opportunities emerge? 
We have seen again in the course of the past 
few months that opportunities have risen 
dramatically and very, very fast. And being in a 
position to act on those is very important. This 
is a much broader prescription than the usual 
‘cut costs, preserve capital’ approach. 


Q a What have you learnt about the fragility 
= of Indian companies thus far? 
They are not different from the rest of 

a the world. We just did a survey of about 
900 managers worldwide. It revealed that 
more companies than expected feel that they 
are in a reasonably good situation, but few feel 
that they will be able to realise emerging 
opportunities. If two classic problems exist, 
both of which are balance sheet related — 
stressful debt or being cash poor because you 
have striven for valuation rather than cash — 
you should be looking hard. I don't think the 
issue is sectoral; yes, sometimes, it happens in 
particular sectors where things are a bit mania 
driven. I would not actually make the case that 
Indian industries are more fragile than other 
countries. In fact, in some ways, I would say 
they are perhaps stronger. 


6 APRIL 2009 51 BUSINESSWORLD 


Fast Facts 


Booz & Company 


Estahlished 
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Imperfect 


Despite 
failures, 
filmmaking 
continues 
to lure 
corporates 





BLACK AND WHITE: 
Mumbai Mantra's 
maiden venture Sorry 
Bhai bombed, while 
Applause Entertain- 
ment's Black was a hit 


by Gurbir Singh 


SPEAKING AT THE ANNUAL FEDERATION OF INDIAN 
Chambers of Commerce and Industry (Ficci) 
convention at Mumbai in February this year, 
Mahindra & Mahindra (M&M) Chairman 
Anand Mahindra had the audience in splits with 
his self-deprecating humour. M&M's latest foray 
into the world of film-making was a “spectacular 
disaster”, he said. Mumbai Mantra, a company 
owned by a trust set up by Mahindra, had failed 
to make a success of its first two films. The first 
— a Bhojpuri film called Hum Bahubali — was 
unfortunately released at the time of the Bihar 
floods. The film too got swept away by the 
swirling waters. Its second movie — a Bollywood 
production — was equally unlucky. It was re- 


leased on 27 November when everyone was 
glued to television sets watching Kasab and his 
gang wreck mayhem in Mumbai. 

"The film was called Sorry Bhai, and we con- 
veyed the box office disaster to the director 
telling him 'Sorry Bhai? said Mahindra. 

M&M isn't the first business group unable to 
gauge the quicksand of Bollywood. Attracted by 
the glitz and glam ofthe tinsel world, the past 6- 
8 years have seen many corporate groups enter a 
business quite removed from their core compe- 
tence. They have ended up burning their fingers 
and very often exited as fast as they entered. 

Tata Infomedia entered the entertainment 


I Ward media & entertainment 


industry with a bang in June 2002 announcing 
Aitbar, a Rs 12-crore venture with Amitabh 
Bachchan in the lead. However, its appetite for 
Bollywood risk quickly fizzled out and the Tatas 
exited with ICICI Venture taking a controlling 
50 per cent stake in the company in September 
2003 for Rs 100 crore. Kumar Mangalam Birla- 
promoted Applause Entertainment, which pro- 
duced the successful Sanjay Leela Bhansali- 
directed B/ack, also exited by 2005 as it found 
the business too unpredictable. 

Pantaloon Chairman Kishore Biyani, too, 
tried his hand at filmmaking, launching 3-4 
movies riding on actor Diya Mirza, all of which 
turned out to be duds. 

But this is not to argue that corporate groups 
have all failed in film-making. The Manmohan 
Shetty-promoted Adlabs (now taken over by 
Anil Ambani’s ADAG) has been a successful pro- 
duction and distribution house. In case of UTV, 
film production has been its most profitable ver- 
tical, and the company is the first to put together 
the Hollywood studio model in India. 

Is the film industry resistant to corporates, or 
do the corporate groups fail to get the Indian 
film formula right? According to Madhu Man- 
tena, the young producer of the Aamir Khan 
starrer Ghajini, and head of 
Saregama Films, corporate groups 
have wrongly interpreted the rela- 
tionship between the studio, the 
film-maker and themselves. "The 
corporate group creates the studio 
platform but not the movie; it is 
the film-maker and his creative 
team that creates the movie. The 
studio provides the platform, then 
carries the movie forward through 
marketing and distribution.” 

According to Sanjay Bhat- 
tacharjee, a film consultant who 
earlier headed UTV’s film 
division, “Many of these corporate 
groups don’t know the value of 
the products and stars, and end 
up overspending.” 

Meanwhile, the CEO of Mumbai Mantra, An- 
drey Purushottam, is planning to release two 
films this year. Part of his learning is to make 
mid-budget movies in the range of Rs 5-10 crore 
and focus on strong scripts. Mumbai Mantra has 
so far invested Rs 50 crore in the business, in- 
dustry pundits estimate, but the mood is clearly 
to go slow. Despite reverses like those suffered by 
Mumbai Mantra, Bollywood will continue to at- 
tract glam-struck corporates, as failure in the 
tinsel industry has never been a deterrent. 








gurbir.singh@abp.in 


6 APRIL 2009 52 BUSINESSWORLD 


Tech Talk 





* Technology, Science, Innovation... 


PRACTICAL SOLUTION: 
The biodegradeable 
plastic-wood developed 
by Stanford University 
students (left), and a 
microscopic image of its 
degradation by microbes 





Bioplastic Substitute For Wood 

Plastic and wood are entirely different 
materials, but both pose problems to the envi- 
ronment when used for making something: 
plastic because it is not biodegradeable, and 
wood because it destroys trees. Now, students 
at Stanford University have come up with a 
solution that provides a substitute for both. 

Graduate students Aaron Michel and Molly 
Morse tested several materials and decided that 
one called polyhydroxy-butyrate (PHB) mixed 
with hemp fibres is the best. It can be chopped 
and moulded like wood, and is very stable. But 
when buried in a landfill, it degrades within 
weeks. The two also discovered microbes that 
can make PHB from methane. 

This discovery killed two birds at one stroke. 
One set of microbes will release methane from 
plastics and another set will use the gas to 
make biodegradeable plastics. The students are 
starting a venture capital-funded company to 
make this product cheaply. Most bioplastics are 
made from corn and other expensive raw mat- 
erials, which is why they are not widely used. 
Methane is a cheap material, and one that 
needs to be put away to reduce global warming. 





Lightning-Fast Computer Chips 
As semiconductor engineers keep shrinking 
the silicon chip, there is now one question 
emerging in everybody's minds: how long will 
the process last? There are fundamental 
physical limitations to shrinking a silicon 
transistor forever, and this limit could be 
reached within the next two decades, if not in a 
decade. How do we keep increasing the power 
of microprocessors after that? 

One material that is a hot favourite of 
researchers is graphene, a form of carbon. 





Different scientists have built small chips using 
graphene, but the technology is in its very early 
stages. Now scientists at the Massachusetts 
[Institute of Technology (MIT) have built a kind 
of graphene chip called frequency multiplier, 
widely used in communication devices. Current 
chips require filtering of the output, and in any 
case it is difficult to make them work faster 
than 4 gigahertz. 

The graphene chip from MIT needs no 
filters, and could work at speeds of over 500 
gigahertz. The technology for manufacturing 
such chips have to be perfected before they are 
used in electronic devices, but it now seems just 
a matter of time before that happens. 


Limitless Energy Source 

Fór many, the word 'cold fusion' is synonymous 
with fraud. In 1989, US scientists had 
announced they had achieved cold fusion, 
which later turned out to be a simple chemical 
reaction. After that, anyone claiming to have 
achieved cold fusion is met with scepticism, if 
not ridicule. Fusion, or the fusing of atomic 
nuclei with release of energy, is thought to be 
possible only at 
millions of degrees 
centigrade. But now 
cold fusion is coming 
back in another 
name: Low Energy 
Nuclear Reactions 
(LENR). 

At the annual 
American Chemical 
Society meeting this 
week in Salt Lake 
City, scientists showed the first visual evidence 
of LENR. This was in terms of neutrons that 
are emitted usually in fusion reactions. A 
symposium on LENR saw 30 papers being 
presented on the subject. 

The photographs showing the emission of 
neutrons — a signature of fusion — came from 
Pamela Mosier-Boss of the Space and Naval 
Warfare Systems Centre in San Diego. Mosier- 
Boss had inserted electrodes made of gold or 
nickel into a solution of palladium chloride 
mixed with heavy water. When an electric 
current is passed, it is supposed to have caused 
a fusion reaction in seconds, with the emission 
of neutrons. Researchers in this field believe 
this is the ultimate 21st century energy source. 





P. Hari in San Francisco 
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Book Preview 


Businessworld 
The Businessworld Whitebook Series 2009-2010 


Ready Reckoners for SMEs A 
and Marketers Available Now! 


The Businessworld Whitebook Series consists of authoritative guides that address issues relating to pertinent busi- 


ness subjects. These whitebooks are for entrepreneurs, business managers and intelligent professionals. The books 
in this series aim to educate readers through incisive analysis and data. They also help readers to take decisions. 

The whitebooks are based on the latest data that is brought out by leading research organisations. The views, re- 
ports and statistics provide an indepth framework of the bigger picture of the business world. The trends and issues 


are clearly identified in the industries covered by this series in great detail. 


The latest offerings from this series are on the stands right now!! 








Price: Rs 299 
ISBN number: 978-81-908452-0-5 < 





Price: Rs 450 
54 








| The SME Whitebook 2009-2010 ia 


w The book covers a wide range of subjects — finance, marketing, policy, 
human resources, strategic planning and sustainability — that can help busi- 
nesses become more competitive and plan ahead. It specifically offers point- 
ers for making business decisions during an economic downturn. 

Buy IT IF YOU ARE A 

ENTREPRENEUR To help you anticipate and resolve problems and imple- 
ment your dreams 

BUSINESS HEAD To appreciate the role of SMEs as potential customers, 
suppliers and partners 

CONSULTANT To understand how you can handhold SMEs to make them 
more competitive 

„STUDENT To help you gain insights into what entrepreneurs do and how 


they face challenges 


d Statistics reveal that SMEs in India constitute over 80 per 
cent of the total number of industrial enterprises and are re- 
sponsible for over 40 per cent of the value addition in the 


manufacturing sector 2 4 


| The Marketing Whitebook 2009-2010 BEBE 
Launched with great fanfare at the ITC Grand Central on 29th January 2009, 
this book is in its fifth reprint and has a dedicated readership all over India. 
The book is all about understanding the mind of the consumer and takes the 
* reader on a journey into consumer behaviour and preferences across prod- 
uct and service categories, from retailing to healthcare, media and enter- 
tainment to life insurance. 
In short, the book tells the story of the Great Indian Market Place!! 
BUY THIS BOOK TO UNDERSTAND 
CONSUMERS How they evaluate products and services, what media they 
use, trends in consumption, earning, spending and saving 
MARKETS What products sell where, how are markets going to change 


over time, what geographies and product categories to explore 


"T 
d! With incomes rising, tastes altering, expectations bal- 
looning, competition increasing, and media diffusing, today's 
marketers have to excel in a dynamic and unpredictable envi- 
ronment that is testing their limits 27 


5^5 
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Book Preview 





THEOME „a 


WRITEBOOR 


WHITEBOOK 


Essential Handbook for Small and Medium Enterprises 


2009-2010 





HIGHLIGHTS 
e Foreword by Kishore Biyani, CEO, Future Group; his story symbolises the enormous potential of SMEs 
Covers a critical aspect of Indian business that is rarely addressed, the small and medium enterprises 
e Updates readers with latest data from reputed research organisations and industry associations like Ministry of 
Micro, Small and Medium Enterprises (MSME), UNIDO, Institute of Small Enterprises and Development (ISED), 
CIL, ASSOCHAM, Dun & Bradstreet, Milagrow Business & Knowledge Solutions, IDC, NASSCOM, Gartner, 
Frost & Sullivan, McKinsey & Company and others 
e Contributed articles from industry experts in the field, like 
; Madhav Lal, Additional Secretary and Development Commissioner, Ministry of MSME 
> Rajeev Karwal, Founder and CEO, Milagrow Business & Knowledge Solutions 
» Rajesh Dubey, Head SME Ratings, ICRA Online 
; Ramesh Datla, Chairman, CII National MSME Council 
» Vijay Chandok, Global Head SME Business, ICICI Bank Ltd 
> Yogesh Dixit, Head SME Ratings, CRISIL 
> Amit Kapoor, Honorary Chairman, Institute of Competitiveness, India 
>K. Rangarajan, Head, Centre of SME Studies at IIFT, Kolkata 
e Future roadmap for SMEs included 


GOA key characteristic of any entrepreneur is the willingness to learn, unlearn and relearn. An en- 
trepreneur shouldn’t be so passionate about an idea that he is never able to change or modify it. 

The prototype phase of an idea should allow an entrepreneur to adapt, change and modify the busi- 
ness model before the business venture is fully rolled out. Never has any idea been prototyped and 


then extended in its original form. By its very nature, an idea has to undergo changes, improve- 
ment and adaptation. 
Kishore Biyani, Group CEO, Future Group 


Section: Foreword pg 10 





CONTENT PREVIEW 

Overvi SMEs contribute a significant amount to 
- ew India's GDP 

The importance of SMEs in the Indian economy and unique prob- 16 


lems and opportunities faced by the sector 


Verticals 
The major industry verticals where SMEs play a significant role, like 
apparel and textiles, automotive components, pharmaceuticals, IT 


(SME production % to GDP at current prises) 


and others 
Marketing 
125 E 
The identification of customers, branding tips and cost-effective S S S Fi F Fà „$ 
marketing methods for SMEs $ 
The contribution of SMEs to India's GDP has in- 
a. creased from 13.6 per cent in 2001-02 to 15.5 per 
H R cent in 2007-08 


> ei: = a ui id Section: Overview pg 44 
The process of finding and retaining talent, sourcing specialised 


skills and training the workforce 


bh SMEs with access to institu- 


T. Bn tional credit at competitive rates 
Strategic planning tools to help SMEs anticipate uncertainties, in- 
crease competitiveness and build a realistic vision for the business are more likely to significantly in- 


: crease their contribution to the 
Operations 


Operational efficiency tools and logistics solutions for SMEs GDP and would be in a better posi- 


tion to take on global competitive 
Policy 
+ Policy initiatives to help SMEs pressures. The issue also needs to 


be assessed from the macro 


Technology _ 99 
; i perspective 
Advances in technology in the form of new hardware and software 
solutions to improve efficiency and implement innovative business Section: Finance pg 193 
ideas 
Industry Sector-wise Distribution of 
Finance SMBs in India (2006-07) 


Financial planning for SMEs and some solutions to the age-old prob- 
«Jem of credit, like credit ratings, risk mitigation and new financing 
avenue 


"Retail W Services  * Manufacturing 
Sustainability Retail holds the largest share in the sectoral break- 
up of SMEs 


New avenues like social and environmental entrepreneurship to 
Section: Verticals 





work towards a sustainable future 
57 


Businessworld 


Book Preview 





The 
Marketine 


Whitebook 
2009-2010 


THE MARKETERS’ ESSENTIAL HANDBOOK 
HIGHLIGHTS 


e With an operating principle of ‘Knowledge is King’, the book's bottomline is the emotional connection that the 





marketers build with the consumers. When we deconstruct each category covered in the book, the reader comes 
away with a basic awareness about the developing world-class marketing in India. 

è Sharp focus on consumer perceptions and expectations, as reflected in insights covered from studies on subjects 
like how cell phones and broadband are impacting the viral marketing to how rural and urban households 
perceive value and a special study on two new sunrise industries — insurance and retail. 

¢ Compiled studies and expert opinions from India's leading marketing, consulting and research organisations, 
like FICCI, Ernst & Young India, KPMG India, McKinsey & Company India, NCAER, PricewaterhouseCoopers 
India, Society for Capital Market Research and Development (SCMRD), New Delhi, Hansa Research 

e Contributed articles from subject experts like 
»Radhika Shapoorjee, President, IPAN 
» Sushmita Balasubramaniam and Tara Prabhakar, both Associate Vice Presidents at Technopak Advisors Pvt Ltd 
»Nilesh Shah, Deputy MD, ICICI Prudential Asset Management Company Ltd 
» Gautam Chadha, CEO, TIRUM Travel Marketing 
» Rajesh Sud, Deputy Managing Director, Max New York Life Insurance Company Ltd 


* Latest listing of the prominent agencies in advertising, direct marketing, public relations, direct marketing, 


public relations, events and promotions. 













Who the internet enthusiasts are "e É ¢ . i pga 
- The large difference in income, expen- 
| ; i diture and savings patterns between rural 
and urban India are a pointer to how 
things will unfold as urbanisation in the 
country increases. Urban households earn 
around 85 per cent more than rural ones, 
spend three-fourths more and, as a result, 















Base: SECA, B ,15 ears ps, regolar intarnet users car RS i save nearly double that of rural house- 
(have accessed in the last one week) 
Source: The Knowledge Company, Technopak Source The Ma ACAER India Financial Protection Survey holds 5 






Section: Media and Entertainment pg 239] section: How India Earns, Spends and Saves 
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CONTENT PREVIEW 

xHow India Earns, Spends and Saves 

This section highlights the differences in urban and rural India and 
examines expenditure patterns by education and occupation. The 
data and analysis of this section acts as a pointer to how things will 


unfold as urbanisation in the country increases. 


Healthcare 

India will become a USS 20 billion pharmaceuticals market by 2015. 
Generics will dominate with the share of patented products rising to 
a sizeable 10 per cent. Rising incomes and urbanisation will increase 


healthcare spending and health insurance coverage will rise. 


-»Media and Entertainment 

This section answers critical questions for marketers — what is the 
outlook for the print media industry, what are the issues facing the 
radio industry, what is the volume growth in TV advertising, how 


'fun is serious business' today. 


Retailing 

This section elucidates on organised retail works versus traditional 
retail. An analysis of trends like what drives commitment among 
shoppers, the role of market size and segments of consumer 
durables, what are the consumer trends for food and grocery, con- 


sumer durables etc. have been covered in great detail. 


* Asset Management 

The chapter focuses on urban centres outside the top eight cities 
and upper mass-affluent income segment in top eight cities that will 
be driving retail growth. Why investors want to purchase mutual 
funds (MFs) directly from asset management companies, and how 
industry revenues could reach approximately USS 3.3 billion in 2012 


are some of the issues addressed. 


Life Insurance 

“This section dwells on awareness about life insurance, ownership 
pattern of life insurance, value of life insurance and premium paid 
and the socio-economic profile of insured versus uninsured house- 
holds. The savings-related behaviour of insured households and 
their perception about financial security have been looked at 


critically. 
59 


1976 of households prefer to keep 
surplus income at home 


Megecities Nidecities Boontowns All 20 citis 


IB ne Bl xis in brk 


B ost in Bl posit inc meae — 
post office Society 


E oram insuran @ ores 
TRE Source: NCAER/FCR. 


Section: How India Earns, Spends and 
Saves pg 90 


T The key growth driver for the 
music industry over the next five 
years will be digital music, though 
its share in the overall music pie is 
projected to be not more than 31 
per cent by 2012 IJ 


Section: Media and Entertainment pg 244 
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A hardcore 
Alto fan’s 
take on 
whether 
Tata’s Nano 
can beat the 
bestselling 
car of India 


By Joy 
Chaudhuri 


THE DEBATE IS ON: 
Nano is definitely a 
good car, but can it 

capture Alto’s market? 





AUTOMOBILES 


Talking 


FRANKLY, THE WORLD IS GOING CRAZY. YES, 

Tata Motors has pulled off a good car — Nano. 
Yes, the car is really cheap. And yes, it is a 
focused piece of engineering. It is projected 
to sell in such staggering numbers that it 
could put India’s bestselling car to shame. 
The bestselling car today is the Alto. And I 
happen to own one. A car I happened to put 
my hard earned money on seven years ago, 
and that’s still taking my wife to office. Would 
I trade in my 80,000 km-old Alto for a brand 
new Nano? Well, I must confess that I did 
consider joining the queue for a Nano. And 
why not. After all, the Nano is spacious, 
comfortable and cheap. 

After deliberating on it, the answer is no. 
Let’s look at what I want in a car. It has to be 
economical. And economical is different from 
cheap. The Nano is cheap. In fact, the cheapest 
car in the world. 

Driving the cheapest car in the world is not 
great for my ego, once the novelty wears off 


of small 





TRIBHUWAN SHARMA 


and every second car on the road is a Nano. 
Incidentally, the bestselling car at the moment 
is not the cheapest car. That honour, till now, 
went to the Maruti 800. 


Being Cheap Isn't Enough 

The Nano has everything you would want in a 
car, including power windows. But you can't 
get away from the fact that the Nanos cabin is 
made to a cost. Obviously at this price, you 
can't expect better. But I don't want to be 
reminded that I am driving the cheapest car 
in the world every time I sit in it. Come on, 
even the top-end Nano does not have a pas- 
senger side outside rear view mirror. And I 


have to flip the rear seat forward to access the « 


parcel shelf. And unscrew six butterfly nuts 
and lift off the engine cover just to top up the 
radiator. I don't have to get grease on my 
hands topping up the coolant in my Alto, the 
rear hatch opens completely and it has two 
very nice looking rear view mirrors. While my 
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car 1s not an epitome of luxury it does not rub the fact that it’s an econ- 
omy car in my face. 


Now this is subjective, but I am not enamoured of cars that look ‘cute’. 


College girls and cute cars go together. What really spoils the car's 
styling for me are the wheels. They are like scooter wheels. I know most 
cars in India are under-tyred for reasons of economy. That's why, the 
first thing a lot of people do after buying a new car is change the wheels 
and tyres. The problem is I won't be able to do that so easily in a Nano. 
The front and rear tyres are different sizes to compensate for the car's 
rear weight bias. Without that, the car would oversteer. While I would 
love driving with the tail out, it would incur my wife's deepest 
displeasure. 


Much has been said and written about how cleverly the Tata engineers 
have liberated massive amounts of cabin space in this small wheelbase. 
But I don't need it. Most times it's just two and half of us in the car. 
Wife, nine-year old boy and me. The Altos front seats are spacious 
enough. And by the time the rear seat becomes tight for the nine-year 
old, it'll be time anyway to buy a new car. In fact the Nano’s huge cabin 
is a disadvantage as far as I am concerned. The car is powered by a 
625cc engine. The engine sits inside the cabin, And engines produce 
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a mega movie - a match unlike any other! 
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heat. And how effective can the cost-cut insu- 


lation be, in shielding the rear seat passen- 
gers? Big cabin, small engine, cost-effective 
AC. I would not want to be in the car in a 
June afternoon. 


I grant you that the Nano beats the Alto hol- 
low when it comes to the all-important ques- 
tion of fuel consumption. But look at it my 
way. On an average, the Alto does around 30- 
40 km a day. If I take my average run in a 
month as 1,000 km and the price of petrol at 
Rs 50, and if my Alto gives me 12 kpl, I will 
spend a bit over Rs 4,000. If the Nano, gave 
me 20 kpl in the city, I would save Rs 1,500. 
This is the price I pay for the comfort of an 
effective air-conditioner. 

The Rs 1,500-difference also gets me more 
power. When I drop down a gear and press 
down on the accelerator to overtake a bus, I 
want it done as quickly as possible. I want that 
scarred, humungous monster on my left, in my 
rear window. It’s a question of safety. And 
Rs 1,500 a month is a small price to pay for 
that 12 extra bhp of the Alto. 

The small 625 cc engine not only robs the 
Nano of an effective AC and acceleration, it 


cen den ana tU tg t AA 


4 ALTO LXi 


3 cylin inline 798cc v 
 4]ps96200rpm — — 


——— n 


ECT UOTE 


DENEN Maa te POSEE RS 


n— D 2! 


3495/1475/1460mm 


———— rer 


 T35kg(bd) - 
145/80R12 


————— M P MMi 





also ties the car down to the city limits. I do 
enjoy my long drives on the highway. A top 
speed of 105 kph, while more than adequate 
in the city, seems a bit foreboding for the 
highway. I would stick to my Alto for 
highway duties. 


Yes, I know that the Nano is not targeted at 
me. It is meant for that blue-coloured worker 
who today rides a bike to work. He will not 
quibble about small things like the lack of one 
mirror, or the fact that the engine is a tad 
underpowered. And that savings in the fuel 
bill is important to him. But I was hoping that 
the little Tata would turn out to be the car of 
my dreams. Maybe, Tata will someday put in a 
bigger engine and tweak up the little rough 
edges. Till then I would again go and buy an 
Alto if I was buying a new car today. I would 
rather pay that lakh extra for the bigger 
motor, better refinement and more pride of 
ownership. But as a person who enjoys driv- 
ing, there is one thing the Tata Nano offers, 
which I wish the Alto did — rear-wheel drive. 





Joy Chaudhuri, an auto writer, 
has owned an Alto since 2002 
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BROWSING 
Ganesh Ram V. 


Managing Director, 
Amoha Education 


At the moment, | am 
reading Rediscovering 
the Veda by FRITS STAAL. 
The book gives insights 
on the language of the 
Vedas. Being in the 
language education 
industry, | wanted to 
understand how a 
language evolves over 
time. | read all genres — 
popular science, 
linguistics, management, 
philosophy and fiction, 
the last one only if the 
author is well-known. One 
book that | would 
recommend is A Brief 
History of Nearly 
Everything by Bill Bryson. 





by vishal krishna 


~ STORYTELLING ORGANIZATIONS; 


BY DAVID M. BOJE; PUBLISHER: SAGE 
PUBLICATIONS; PAGES: 282; PRICE: £24.99 


WRITERS, UNFORTUNATELY AND OFTEN, DO NOT PAY 
attention to their narrative, and to making 
sense. This book by David M. Boje teaches every 
apprentice of the written word the importance 
of examining thoughts and theories before put- 
ting an idea down on paper. 

The book aims to capture narratives of com- 
panies’ past business events, and to give an 
argument some coherence in order to achieve 
believability. He throws certain theories at the 
reader with which he (the reader) may intro- 
spect before going out to write a story. Boje 
builds upon the usual journalistic tradition of 
asking what, where, when, why and who, 
followed by how, but he also goes beyond con- 
necting the dots. 

The author looks at how business organisa- 
tions can employ story-telling techniques to 
gather support for the company’s goals from its 
shareholders and the public. Corporate annual 
reports, news stories and press releases are rou- 
tinely mundane, repetitive and, not surpris- 
ingly, frequently ignored by writers. The ques- 
tion is: what do we, as writers, do with all this 
information? Boje’s contention is that informa- 
tion related to a company can be made lively 
and easy to understand. 

The book explains theories such as Michel 
Foucault’s architectonic narratives, which basi- 
cally stress on a structure for everything that is 
to be written. Boje presents eight ways of mak- 
ing sense in a business narrative — the begin- 
ning-middle-and-end method is one of them. 
Although the book does not offer any one solu- 
tion in order to make sense out of business 


DAVID M. BOJE is a professor of management at the 
New Mexico State University. He has published 
articles in management journals, including Academy 
of Management Journal, Leadership Quarterly and 
Management Communication Quarterly. Boje is 
former editor of the Journal of Organizational Change 
Management and founding editor of Tamara: The 
Journal of Critical Postmodern Organization Science. 


stories, Boje reminds us of the structure and 
chaos that exist between the pen and the 
process of thinking. He points to a direction 
and turns this book into a tool with which the 
writer can structure a narrative. In the end, 
there is no right way of telling a story, as long as 
readers are captivated with it. 

To this end, Boje brings in dialogisms, where 
one element of the story becomes the story- 
teller. He illustrates the use of dialogisms with 
the example of Wal-Mart: for over 30 years, till 
before his death, Sam Walton based his annual 
reports on what consumers and employees 
thought of his company — often featuring their 
lives in his annual reports and his autobiogra- 
phy. Walton had the reports written carefully so 
that they would not speak of the company and 
its greatness. Instead, the focus was always on 
the target (the stakeholders), and the story 
would tell them there were no complaints. 

The story-telling is a form of propaganda 
with which a CEO can control his sales force, 
vendors and customers, writes Boje. But he also 
says that even though a conglomerate will have 
some epic stories to tell, the general trend is to 
favour short reports. 

However, approaching a story and shorten- 
ing it depends on the writer's ability to capture 
everything within a small space. To understand 
and resolve this conflict between a lot of infor- 
mation and little space, Boje throws in a para- 
dox: he says there is no whole story — that a 
whole story is just a poetic illusion. The story is 
not about victors with swords, but about a 
simultaneous narrative with causes and effect, 
interpreted through characters in the story. 

Companies also use writing techniques to 
prove their legitimacy. Enron was a classic case 
in point: it kept adding dead assets to its 
balance sheets, and 
presented to the world 
a high stock valuation 
over business that was 
non-existent. 

Perhaps, the most 
important part of the 
book covers strategies 
related to story- 
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|The Narratology - 
* Of Balance Sheets 


A 


telling. The author explains why elements such 
as the use of different media, or the hiring of 
consultants, becomes important for the narra- 
tive. He quotes IBM, which says that strategy 
narrative is important because of “the character 
of a company — the stamp it puts on its prod- 
ucts, services and the market place — is shaped 
and defined over time. It evolves. It deepens”, 

Boje's work is a theoretical interpretation of 
how a writer would have to rethink a million 
times before he organises his script or story by 
weaving in all the characters. By doing this, the 
theories showcased in this book become essen- 
tial reading for professionals in the film, 
journalism and advertising industry. 

The beauty of the book can be captured only 
when the reader does not confine himself to any 
one theory. Instead, these theories can be con- 
nected to the reader's real experiences in the 
corporate field, which can then go towards the 
writing of a fabulous tale. Sadly, we do live in a 
repetitive and monotonous era. Boje does well 
by reminding us of the basics. And it is here that 
he allows us to find who we really are as writers, 
and as organisations. 


SELECTION 1 
^" Through The 
Prism Of Crime 


THE STORY OF MY 
ASSASSINS; 

BY TARUN TEJPAL; 
PUBLISHER: HARPERCOLLINS; 
PAGES: 522; PRICE: Rs 495 





IN THE STORY OF MY ASSASSINS, TARUN TEJPAL 
examines the politics of power and shatters any 
illusions we may harbour of being a tolerant and 
just society. Set in the Hindi heartland, the book 
traverses across the multiple Indias that co-exist 
— urban-rural; educated-uneducated; elite- 
streetkid; and don-Guru. It makes hunger for 
power, violence and injustice its central theme. 
All journalists have stories to tell. And given 
Tejpals extraordinary life since the 2001 
Tehelka exposé, one is eager to hear his. He 
writes in the first person, weaving an extremely 
powerful plot and telling it skillfully. The police 
has foiled a plot to kill the protagonist. Who are 


v the five killers, who is the mastermind? Through 


the stories of the assassins from childhood to 
adulthood, Tejpal explores the world of the un- 
derclass, the politician-police-don nexus — an 
India far removed from the reality of the urban 
educated Indian. The expertly crafted plot 
comes to a nail-biting finish much too soon. 


Tejpal’s command over languages enables 
him to capture the north Indian idiom like never 
before. He paints vivid sketches of characters 
recognisable in everyday life. Also, the author 
takes a dig at everyone — the panting television 
journalist, the partner nicknamed Lincoln, the 
public school elite “who has no idea about the 
reality of India”. No comment on Indian society 
is complete without religion, sex and adultery. 
There is the mistress who works in a women’s 
advocacy group, all righteous about justice; and 
theres Guruji, the protagonist's spiritual advisor. 

This book is a must-read. Cynical, yes — too 
much anger, violence, injustice, abuse — but ex- 
traordinary for its portrayal of modern society. 

—Sumita Thapar 


SELECTION 2 
Pen Sketches 
Of Kolkata 


WE LIVE IN TIMES WHEN THE 
cultural manifestation of 
memory is increasingly cast 
in the digital mode. Digi- 
cams, Web albums, Face- 
book, Orkut, YouTube and 
blogs galore record the disappearing here and 
now. The narratives of memory are preferred in 
short, condensed fragments. 

In this context, Amit Chaudhuri’s anthology 
of writings on Kolkata is a singular collection, 
for most of its 55 inclusions draw the reader in 
by their brief compass. Also, the fact that these 
pieces are eminently readable and combine to 
evoke a distinctive sense of the place shows the 
care he has taken in arranging and editing the 
material for MEMORY’S GOLD: WRITINGS 
FROM CALCUTTA (Penguin). 

Robert Clive, a key architect of British India, 
once described Kolkata as “one of the most 
wicked places in the universe". Chaudhuri's 
book gives the lie to the English soldier's dubi- 
ous hyperbole. The brief introduction an- 
nounces the editor's project to trace “an aes- 
thetic of the city". As an editor, he includes the 
usual suspects — Rabindranath Tagore, Nirad 
Chaudhuri, V.S. Naipaul, Gunter Grass, Jug 
Suraiya, among others. But there is also a heart- 
ening inclusion of translations of original Ben- 
gali writing that bears witness to the many 
facets of Kolkata's past, including a chunk of 
modern Bengali literary history by way of the 
work of the Krittibas group. Overall, the book is 
a nuanced selection of writings that remembers 
the making of the modern Kolkata. 

—Ram Shankar Nanda 
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ALERT 


BERNANKE'S 
TEST 

BY JOHAN VAN 
OVERTVELDT 

B2 BOOK (AGATE) 
While the world 
scrutinises Federal 
Reserve Chairman Ben 
Bernanke's strides to 
strengthen the crumbling 
US economy, Johan Van 
Overtveldt — in his 
analysis of the 
challenges that Bernanke 
is facing — looks at the 
careers of previous US 
Fed chairmen. The author 
believes that the current 
economic crisis that is 
testing the Fed chairman 
today is in fact rooted in 
the policies of Bernanke's 
predecessor, Alan 
Greenspan (responsible 
for the subprime-induced 
credit crisis). In a 
detailed documentation of 
Bernanke's obstacle, 
Overtveldt maintains a 
dispassionate and 
incisive stand. 
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The Debut At Last 


Nano may not 
have as great an 
impact on the 
finances of Tata 
Motors now as it 
would have five 
years ago; but it 
will change the 
way Indians 
travel 





IT WILL BE SOME TIME BEFORE WE CAN TELL 
whether Nano is a success or not; but if success 
were to be judged by publicity, Nano is unbeat- 
able. No car has had such a sustained exposure. 
This had nothing to do with the credentials of 
the car; it had much to do with the way politics 
works in our country. Its workings are being ex- 
hibited to the world in another con- 
text at the moment — in the travails 
of Indian Premier League. The attack 
on the Sri Lankan team in Pakistan 
has made security of cricket teams 
the concern of national governments, 
and our government, which between 
itself and the states disposes of some 
three million armed men — 30 times 
as many as will ever crowd into a sta- 
dium to watch a match — this mighty 
government cannot find the men to 
secure a stadium. Or perhaps it can, 
but it is too nervous. So it has taken 
the excuse of the general election to 
deny security to IPL, and thereby lost 
a few billions the nation might have 
earned out of the tournament. Last 
year, Mamata Banerjee threw Nano 
out of Singur because she was 
against some farmers having to-be relocated; 
now the home minister has thrown IPL out of 
the country because he did not want to move the 
general elections. 

Ratan Tata would like his little car to be re- 
membered, not for the political acrobatics that 
erupted around it, but for its potential to 
change the society. He said at the first inaugura- 
tion of the Nano last year, “I observed families 
riding two-wheelers — the father driving the 
scooter, his young kid standing in front of him, 
his wife seated behind him holding a little baby. 
It led me to wonder whether one could conceive 
of a safe, affordable, all-weather form of trans- 
port for such a family.” 

Since Tata watched the hapless family, things 
have changed somewhat. Indians have got 
richer, abandoned scooters and climbed on to 
motor cycles. And they have got younger, and 
replaced wife and kid with a clinging girl friend. 
Still, his point remains valid. People are much 
more vulnerable on two-wheelers. They are also 
inclined to take greater risks because of two- 
wheelers’ manouevrability. So if they squeeze 
into Nanos, it would make India safer, though 
its crowded roads may get even more so. But if 


SUBHABRATA DAS 


traffic ceases to move, families will be a bit bet- 
ter off being stuck in Nanos than on Novas. 
Maruti 800 had a massive impact when it 
arrived 26 years ago; Nano may not be that 
revolutionary, but it is bound to increase car 
purchases. From a million and a half they could 
go to two million in five years. And as they rise, 
so will car ownership. 

But two-wheelers are not the only competi- 
tion for Nano; it will primarily have to contend 
with other cheap cars, principally Maruti, but 
also the Hyundai trio of i10, Santro and Getz. 
And they will have to reckon with Nano. These 
are bad times for the car industry. So loss of 
market may force Maruti and Hyundai to react. 
The reaction is predictable — it would be open 
and disguised price cuts. The cheap models 
compete with second-hand cars. The old car 
market should also witness increased pressure 
and lower prices. So one prediction requires no 
brains: cars will get cheaper. This is good news 
for middle-class Indians. 

However, the initial impact may be modest, 
not because Indians are not fond of small cars, 
but because Tata Motors have not expanded ca- 
pacity. Nanos will have to be produced in their 
existing plants, and will have to compete with 
their existing models for assembly line space. 
And in that competition, whichever model gives 
better profits will win; Nano’s profits will be 
modest. There is also the question of Tata 
Motors’ finances, which are stressed both by the 
downturn and by the misfortune of Jaguar and 
Land Rover in England. So for quite some time, 
Nano’s output may be measured in thousands 
rather than in lakhs. 

That is a pity, because at the right time and in 
right conditions, Nano would have changed 
the face of the Indian car industry. If it had 
come at the beginning of the car boom five years 
ago, it would have helped grow the car market 
and move it towards the cheaper end. It would 
have put pressure on two-wheeler makers, and 
nudged them to move into car production. 

Whether then or now, that is where the sig- 
nificance of the Nano lies — at the frontier be- 
tween two and four wheels. In the countries 
where they have the choice, most people prefer 
cars to two-wheelers; where they have the 
choice, two-wheelers are confined to being a 
foible of the young. That will happen in India 
too, and Nano will have a major role to play in 
that transition. Long may it do so. 
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Business Dilemma #4 


When we wanted a competitive edge to our 
eCommerce portal reliancemoneymall.com, we 

- opted for Microsoft Infrastructure Optimization 
solutions. With the ability to tailor promotions as 
per customer needs, compare products across 
shops, and simplified check-out, we are now able to 


pass on benefits and discounts to customers, even 


while we reduced operational expenses by 30%. 


NET RESULT: 


Increased Customer Loyalty, Lower costs. 
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takes you shopping over the weekend; nothing is too extravagant for the 
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To apply, SMS ‘SELECT’ to 52484 
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Connected Businessworld ` 
And Insecure 


THE INTERNET, THE 
mobile phone and 
other such devices 
have become such an 
integral part of our 
lives that it is impos- 
sible to imagine life 
without them any 
longer. Almost every- 
thing — from rou- 
tine research to stay- 
ing in touch with 
colleagues, friends 
and family — hap- 
pens over the Net or through mo- 
bile telephony. The  always- 
connected world — though a 
nuisance sometimes — has dra- 
matically improved work efficiency 
and social networking. 

So itis easy to ignore the dangers 
of being part of a network in which 
there are many malcontents lurk- 
ing around to steal your confiden- 
tial information. It often requires 
something dramatic — such as the 
news of a malware from China in- 
fecting 1,300 computers in 103 
countries — to make us sit up and 
wonder about the security aspects 
ofthe connected world. 

Just as the connected world has 
made it so much easier for you to 
swap pictures and documents 
across countries, it has also made it 
so much easier for malcontents 
from distant shores to break into 
your computers. 





the subject of cyber- 
crime, cyber warfare 
and cyber security. 
Certainly no high- 
profile minister ex- 
pounds his theories 
on it at length. And 
the few times govern- 
ment interest in cy- 
ber security makes 
news, it is often for 
the wrong reasons — 
such as the big and 
meaningless debate 
that took place some time ago on 
whether the Blackberry services 
should be stopped in the country or 
not. 

But as our cover story by Senior 
Assistant Editor M. Rajendran 
shows, cyber warfare and snooping 
is a very real threat. It is foolish to 
take the threats lightly. 

Can you and I do anything much 
about protecting ourselves from 
cyber criminals? I would suspect 
that the same common sense steps 
that we take to secure our homes 
should be taken. We generally have 
good locks, grills and some sort of 
neighbourhood security mecha- 
nism to protect our homes. Simi- 
larly, it makes sense to spend 
money on proper firewalls and 
anti-virus software to protect 
our computers. 

We live in a dangerous world. It 
makes sense to invest some time 
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and money to ensure your protec- 
tion — both offline and online. 


I do not know if the Indian gov- 
ernment thinks very deeply about 
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prosenjit datta, editor 


Do you have anything for 
a city-wide blackout? 


Siemens helps supply the people of Guangdong with reliable energy 
via the world’s most powerful long-distance power transmission systems. 


Our highly efficient 800-kV high-voltage lines deliver vast amounts of renewable energy exactly where it's needed. That's 
why the 100 million people in Guangdong, China, can be supplied with energy from hydroelectric plants some 1400 km away. 
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Not A Talent Issue 


Your issue on India’s most promising 
entrepreneurs (‘In A League Of Their Own’, 
BW, 30 March 2009), enthuses us to adopt an 
innovative approach to life. However, the 
risks involved in entrepreneurship are 
immense, especially for the middle-class, who 
have no financial net to fall back on and could 
risk their families’ well being. Aspiring 
entrepreneurs from such backgrounds are 
ususally under tremendous psychological 
pressures. 

The government and the corporate sector 
should identify such talent and provide 
support both in form of training and funds. It 
should be ensured that potential talent is not 
limited or prohibited by high tuition fees or 
quotas. It is a form of national treasure that 
must not be wasted away, but harnessed to suit 
the country’s needs. 

Rakesh K. Shukla, Lucknow 
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Treasure In Turmoil 


The Satyam issue ( The Curious Case Of Satyam’, BW, 6 
April 2009) is definitely a lesson for all — employees, 
clients, governments, Sebi and shareholders. Even though 
the Centre has appointed a board of directors and a CEO, 
no one has answers to crucial questions. CBI's investigation 
may answer these in the near future. But, I believe, it is the 
assumption that tier I companies follow strong corporate 
governance that makes it easy for such companies to be 
involved in scam. Satyam has opened a can of worms, and 
now all such companies will come under the scanner. 

On the positive side, there are several companies that are 
vying to take over this tainted company and the technical 
workforce of Satyam remains strong. So it will prove to be 
an asset to the acquirer. 


U.Dineshkumar, Erode 


Slippery Assets 
What made your story (“Orphaned Husk’, BW, 
6 April 2009) interesting was that until now I 
never thought of Isabgol as more than a 
laxative. With such a wide scope for its 
application, it is a shame that we are losing out 
to other countries who are actively patenting 
traditional Indian knowledge — and it is not 
the first time. Even though we produce 98 per 
cent of the global output, we haven’t been able 
to monetise it effectively. 

Swati Taldar, Udaipur 


Picture Perfect 
The graphical story of Tata Motors’ share price 
(Riding Through A Bumpy Road’, BW, 6 April 
2009) was a classic example of a picture 
speaking more than a thousand words. That 
one of the biggest and oldest corporate houses 
of India is so erratic shows us how immature 
our corporates are and how distant we are 
from the GEs of the world. 

Zerexus Dubash, Mumbai 


Quickly Adapting 
Looks like Philips (A Healthy Pursuit’, BW 23 
March 2009) foresaw the downturn and was 
taking steps to enter one of the rare industries 
that will not be hurt — healthcare — moving 
away from DVD players and televisions to 
products that cannot be replaced. 

Kulin Mitra, Bhubaneswar 


Letters may have been edited for brevity. 
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The malware attack from 
China highlights how 
vulnerable our governments, 
companies and individuals 
are in a connected world. 
32 Chinese Invasion 

The ghost RAT malware has left many 


governments in a tizzy, including Indias. 
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Can you double your revenue 
and triple your customer base 
in two years? 


Can you secure 2.2 million new customers within nine months? 


Can you attract more than 50,000 new retailers three months after rolling oi 


a new service? 


DTAC in Thailand achieved all this. How did they do it? 





Services and Network and 

Device Portfolio Service Quality 
5 Key driver factors for better customer lifetime 
(Source: Nokia Siemens Networks) 


A large part of Thailand's population 
resides in rural areas, and it is a highly- 
sought after target demographic for 
operators. However, reaching out to this 
segment has its challenges. 


To acquire new prepaid mobile 
customers, DTAC had to expand and 
modernize its GSM network coverage in 
these areas. DTAC also had to maintain 
low-cost, high-quality services while 
keeping its operating costs low. 


Turnkey solution yields big returns 


Nokia Siemens Networks customized 

a comprehensive solution to help 

DTAC target these potential customers. 
The solution gave DTAC's prepaid 
customers the power to conveniently 
recharge their accounts by buying small 
amounts of airtime, without the hassle 
of purchasing top-up cards. 


This solution also enabled DTAC to 
monitor its retailers' stock balances and 
selling behavior in real-time, increasing 





value 


management efficiency of its distribution 
channel. Retailers now transact easily, 
using their mobile phones. 


Within nine months, DTAC gained 
more than 50,000 new retailers and 2.2 
million new customers. 


Enriched customer experience 


DTAC attracted prepaid customers by 
providing them with an easy, flexible 
and transparent way of making 
payments, which allowed them to 

top up as little as 20THB (US$0.50) 
anytime they wanted. 


As the economic climate becomes 
more volatile, empowering customers 
with greater control over their spending, 
providing value-for-money services, 
while maintaining bill transparency, 
delivers an enriched customer 
experience. This is key in reducing 
churn and attracting new users during 
tough times. 





www.unite.nokiasiemensnetworks.com/userexperience 


Copyright 2009. Nokia Siemens Networks. All rights reserved. 








Customer 
Care Cost and 


Billing 


How Nokia Siemens Networks 
can help 


As the world's leading enabler of 
communications services, Nokia 
Siemens Networks is in the business of 
helping CSPs enrich their customers 
experience. Beyond delivering network 
systems, Nokia Siemens Networks' 
team of experienced Solutioneers offer 
real business solutions that are tailored 
to enhance customer lifetime value. 


CSPs around the world are already 
leveraging solutions from Nokia 
Siemens Networks to enhance their 
competitive edge and penetrate new 
markets. To find out more about 
how Nokia Siemens Networks can 
help you enrich your customer 
experience, and enrich your business. 
Please visit our website at: www. 
unite.nokiasiemensnetworks.com/ 
userexperience or speak to your 
account manager today 


—Ó 
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CREDIT RATINGS 


Protest is all 
India can do 
about the 
lower S&P 
sovereign 
rating 


THE REAL PICTURE: 
S&P says India’s fiscal 
position has plunged to 

an unsustainable level 





OnPoint 
A Glass Half Empty 


A NERVOUS GOVERN- 
ment has asked the 
world’s largest rating 
agency Standard & 
Poor's (S&P) to ex- 
plain its decision of 
lowering India's long- 
term sovereign credit 
rating from stable to 
negative. S&P relea- 
sed a statement say- 
ing, “The outlook re- 
vision reflects our 
view that India's fiscal 
position has deterio- 
rated to a level that is 
unsustainable in the 
medium term.” S&P 
believes that the Rs 
72,000- crore farm 


loan waiver as well as 
the financial burden 
of a recent hike in go- 
vernment employees 
salary had worsened 
India’s balance sheet. 
But how justified 
was the government 
in its objection to the 
rating which, by defi- 
nition, is the rating 
agency s assessment 
of the likelihood of a 
default by the bor- 
rower on its obliga- 
tions? After all, S&P's 
key rivals Moody's 
and Fitch continue to 
keep India in the sta- 
ble grade. And India 


isn't borrowing 
abroad as much eit- 
her. External comme- 
rcial borrowings have 
fallen dramatically 
from $17.4 billion in 
Q1-Q3 of 2007-08 to 
barely $7.13 billion in 
Q1-Q3 of 2008-09. 
The harsh reality is 
that the global finan- 
cial architecture is 
built around rating 
agencies' outlook 
even though they 
have faced a lot of flak 
for bloopers such as 
the S&P itself rating 
US insurer AIG 
higher than many 
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countries just before 
its collapse. “India 
has always suffered 
from this bias of rat- 
ings agencies,” says 
Madan Sabnavis, 
chief economist of 
NCDEX. “There is no 
basis for downgrad- 
ing India when the 
growth is better than 
most countries and 
inflation is lower.” 
For now, India and 
Indian firms can only 
protest and persuade 
lenders to lend on the 
basis of ratings of the 
other two agencies. 


Rajeev Dubey 


billion a year. The amount Nato seeks from the international community to finance Afghan operations. 


BLOOMBERG 





AUTOMOBILES 


“Instead of a globalisation, we need a 


world of shared global rules founded on shared values.” 


What Next? 


Maruti 800 
will be gone 
soon, but is 
Suzuki really 
vacating the 
entry level? 


AN IMPRESSIVE RIDE: 
Maruti 800 has sold over 
2.7 million units in its 
25 years of existence 





SURPRISE GAIN 


THE BEGINNING OF A 
new era has coincided 
with the end of ano- 
ther. Well, at least, the 
announcement of the 
end. While the Tata 
Nano, the new “peo- 
ple’s car”, is awaited 
eagerly, India’s origi- 
nal people’s car, the 
Maruti 800, makes its 
way out. By 2010, 
thanks to Euro-IV 
emission norms set- 
ting in, it will be 
phased out of 11 met- 





Orders for US durable goods unexpectedly rose 
in February on a rebound in demand for 
machinery, computers and defence equipment. 


m= Durable goods 


B 95 month-over-month change 


4 
'07 
Source: US Census Bureau 


m= Excluding transportation 
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Bloomberg 





ros, and by 2015-16, 
the rest ofthe country. 
As such, the stage ap- 
pears set for the Nano 


popular Ze cars in 
Japan). As every car 
lover worth his salt 
knows by now, Nano 


to make the low-cost has a 624-cc engine. 
car space all its own. What, then, stops 
However, it does Maruti from bringing 
seem improbablethat ^ inone such engine, 
Suzuki will cede so fitting it onto the suc- 
easily a territory that cessful WagonR or 


it has dominated for 
close to three decades. 
The improbability in- 
creases when you con- 
sider that Suzuki is 
the largest maker of 
ket cars — small, 600- 
CC-Or-so mini cars 
made for low-income 
people (the WagonR 
is one ofthe most 


SECURITY 


even the average sell- 
ing Zen Estilo, and 
giving the Nano a run 
for its bookings? 
Sounds exciting, only 
the company denies 
any such plans. *The 
costs of transplanting 
such an engine across 
countries are too 
high,” says a Maruti 
spokesman. “Besides, 
we believe the cus- 
tomer in India has 
moved on, and is now 





The Obama admi- 
nistration wants a 
seat in the UN 
Human Rights 
Council, a body 
the Bush adminis- 
tration had shun- 
ned. Elections to 
the council will be 
held on 15 May. 
Susan Rice, the 
US ambassador to 
the UN, says that 
the US will work to 


looking for higher- reform the body 
value products." when it faces a 
We wait for the review in 2011 of 
* denouement. its structures and 
2 Alokesh procedures. 
- Bhattacharyya 


LICENGE TO PROTECT 


ARMING INDIA'S 5.5-MILLION PRIVATE and licensing of agencies, but so 
guards could help the country far just seven states have adop- 
face new security threats but the ted it. Only a few of India's 

Rs 15,000-crore industry needs 15,000 odd-private security 
more than just guns; the Indian firms are registered with state go- 
private security industry remains ^ vernments. Until now, security 
largely unregulated. firms hire guards (mostly ex- 

The Union home ministry has service men) who have individual 
started a consultation process arms licences for self-protection. 
with the states on the possible However, self-defence arm li- 
amendments to the Arms Act, to cences only allow one to carry 
allow private security companies ^ outdated weapons. The move will 
to apply for bulk arm licences. now allow security firms to hand 
The Private Security Agencies out to guards more appropriate 
Regulation Act (2005) lays down weapons such as pistols. 
guidelines for guards' training Noemie Bisserbe 
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Quick Take 





Should the annual audited accounts of 
political parties be made public? 


We asked... Rajesh Sud, CEO and MD, Max New York Life; Jayanto Banerjee, EVP, Bates141; Ravneet Pahwa, country 
director, India, Deakin University Australia; Suni! Lulla, Group CEO, Alva Brothers; Necra Chandoke, professor of political 
science, University of Delhi; Vikram Singh, chairman, Central Association of Private Security Industry and Association of Private 
Detectives of India; Shivanandan Pare, COO, Bigadda; Manav Singh, managing director, Club One Air; Naveen Rakhecha, CEO- 
South Asia, Cartridge World; and Prithvi Haldea, founder-managing director, Prime Database 
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Right now we do not No, because no one can The annual audited numbers 
know how many parties are account for funds of a of political parties should be 
even getting their accounts political party. And even if made public. Transparency is 
audited. Lawmakers in the they were audited, no one the order of the day most 
country would do well to would really know the root required in India, and in Indian 
set an example. (source) of the money. policy and polity. 
Prithvi Haldea, founder-managing Rajesh Sud, CEO and managing Manav Singh, managing director, 
director, Prime Database director, Max New York Life Club One Air 
T | YES BECAUSE: Such a step is the first necessary one towards bringing transparency in our 
Jd political system. Politicians collect a lot of money in an illegal manner, particularly in the run-up to 
d Yes elections. And there is no reason why they should not be accountable to the public on how much funds 
& they have, and how they spend it. It is in the spirit of democracy that the voters know about party 
E O funds, as is the case in the US. The audited accounts would give citizens the true picture of the modes 
* SO Vo — of fund raising, who the contributors are — and how they influence the party line. Transparency on 
í | these parameters would also impose financial discipline on political parties. If this process helps clean 
Kass up the political set-up, it might even encourage the youth and professionals to join mainstream politics. 
rr NO BECAUSE: There is enough fiction already in the world. Since the accounting procedure 
E for party funds in India is vague, auditing them would not give the clear picture. Indian politicians are too 
M N O clever, and would eventually figure out ways to hide the truth. Also, if political parties declare their 


i accounts to a third-party authority, its credibility could again be questioned. The already existing rules 
xt 2 09/0 -that require MPs to declare their assets has not helped much. The declarations are not quite convincing, 


j and have not increased public accountability of the politicians. So, making political parties declare their 
E. | accounts might only lead to additional time and public money being wasted. What could be more 
Svan effective is to use the democratic power of vote to weed out corruption from politics. 
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JOURNAL ON COMMODITIES 


LU em y 


Ed Misa Mi . ME 


' Darwin ^x AA ies 


SGA ER 
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Commodity Vision is an informative and well- 
researched journal on commodities and 
commodity markets. The journal is aimed at, 
among others, economists, researchers, 
academicians, and educational and research 
institutes to understand and unravel the 
mysteries of commodities and commodity 
economics and management. 
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Crisis Log 





Obama gets tough. Japan unveils another package. Workers go underground... 


Auto Honchos Forced Out 


UBS trims down: 
UBS, the largest 
bank in Switzer- 
land, is cutting 
another 8,000 
jobs. The bank has 
already cut more 
than 7,000 jobs 
since the start of 
the credit crisis in 
mid-2007. 

Big Blues’ blues: 
US-based techno- 
logy services giant 
IBM is laying off 
about 5,000 US 
employees. IBM 
plans to move a 
number of jobs to 
low-cost regions 
such as India. 








BLOOMBERG 


Rick Wagoffer 


STIMULUS TRACKER 


Japan's third attempt: Japan, which has been hit 
by a rising unemployment rate and a sharp decline 
in exports, has announced its third stimulus 
package in less than a year, reportedly worth 60 
trillion yen ($612 billion or Rs 30,98,985 crore). 
Korea’s $13-billion bid: South Korea is spen- 
ding 17.7 trillion won ($13 billion or Rs 66,430 
crore) extra this year to boost the country’s eco- 
nomy. This is expected to create 552,000 jobs. 
India needs more: Indian economy needs more 
stimulus in the next fiscal to counter the impact of 
the slowdown, says Montek Singh Ahluwalia, 
deputy chairman of the Planning Commission. 


GLOBAL WATCH 


Bucking the trend: While its US counterparts 
are reporting huge losses, German publisher 
Axel Springer, which owns Bild, the biggest 
newspaper in Europe, has reported the highest 
profit in its 62-year history — €571.1 million 
($729 million or Rs 3,832.51 crore) in 2008. 
Delayed wisdom: Top executives of American 
International Group (AIG) have returned their 
bonus worth $50 million. AIG faced wide- 
spread criticism about these payments, which 
were given away amidst job cuts in the US. 
Japan’s woes: Japan’s industrial production 
fell for a fifth month in February, after exports 
collapsed by 49.4 per cent from a year earlier. 








THE CEOS OF TWO AUTO GIANTS HAVE GOT THE 
boot for the dismal performance of their troub- 
led companies. Rick Wagoner, CEO of US car 
maker General Motors, which is on the verge of 
bankruptcy, has resigned reportedly under 
pressure from US President Barack Obama. 

In a similar case, Christian Streiff, CEO of 
France-based Peugeot Citroén — Europe's 
second-largest auto maker by sales volume — 
has been ousted by the company’s board. “Given 
the extraordinary difficulties currently faced by 
the automotive industry... a change in the senior 
leadership position was necessary,’ says board 
chairman Thierry Peugeot in a statement. 
| „ECONOMY PUSHES WORKERS UNDERGROUND | 

As the global economy is set to contract, it is increasingly 


tempting for companies and workers to do business off the 
books to avoid paying taxes 


Estimated value of underground economies as a 
proportion of their gross domestic product 


US um 2008 

Japan mm 2009 
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Source: Professor Friedrich Schneider, Johannes Kepler 
University of Linz, Austria Bloomberg 


FNDE NA REE “EO RUE ERY oe 
INDIA IMPACT ; 


Losing the cushion: India's exports of leather 
used to make car seats and sofa set covers have 
fallen to 80,000 sq. ft a day from 1.2 million 
sq. ft last year. Thirty tanneries in Kanpur in 
Uttar Pradesh employing about 200,000 people 
face closure. 


PC sales dip: The total sales of personal 
computers (including desktops and laptops) in 
India between October and December 2008 were 
1.4 million units. This shows a decline of 19 per 
cent over the same period in 2007. This is 
because of falling demand from household 
consumers and a strengthening dollar, says the 
Manufacturers' Association for Information 
Technology. 


million. The bonus Herbert Walter, the former CEO of Germany's Dresdner Bank, has foregone. 
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Too Good 
lo Be Irue 


by bill emmott 


AT THIS STAGE OF THE GLOBAL RECESSION, 
should we be more pessimistic or starting to 
see brighter signs? Barely six months into 
the true economic shock that followed the 
collapse of Lehman Brothers in New York 
last September, it seems a surprising ques- 
tion to ask. Surely pessimism remains ap- 
propriate: the OECD, the Paris-based organ- 
isation that groups together 30 mainly rich 
European and American countries, an- 
nounced on 31 March a sharply worse pre- 
diction for its members in 2009, a contrac- 
tion in GDP of 4.2 per cent. The IMF keeps 





Policy World 





tries, Japan and the US was extraordinarily 
fast, even frighteningly so. If that decline 
now slows down, it will certainly be better 
than if it continues at that previous pace or 
accelerates. A slower decline would still, 
however, be a decline: it could be that in this 
deflationary recession, in which consumer 
and corporate confidence has collapsed, we 
might now suffer from a long, slow decline in 
demand as unemployment rises and in- 
comes fall. Or that the slump might stop but 
that recovery could take years. 

The second category of optimistic evi- 
dence is the movement of financial markets. 
Famously, stockmarkets tend to rise in ad- 
vance of actual turning points in the real 
economy. In late March, they rose on hope 
that the US has at last produced a solution to 
its banking crisis, and on hope that econo- 
mic data is stabilising. Oil and commodity 
prices may well have been rising in the hope 
that the fiscal stimulus package introduced 
in China in November is about to have an ef- 


on downgrading its forecasts for global There have fect on Chinese demand for raw materials. 
growth, its latest suggesting the world econ- been some The trouble is that markets can get it wrong 
omy will shrink this year by 0.5-1.0 per cent. too. Their mistaken judgements during the 

Yet even so, there is suddenly optimism in good news, past four or five years are exactly what got us 
the air. Stockmarkets all around the world but none in this mess. So we should not take much 


rose strongly in the last fortnight of March; 
oil and commodity prices have been rising 
too. Meanwhile, politicians in Europe and 
the US, at least, led by none other than Pres- 


definitive. It 
would he 


heart from this spate of market optimism. 
The third category is one that fewer people 

talk about: things that haven't happened in 

the past few months. Banks and insurance 


ident Barack Obama, have begun to sound better to wait companies have not gone bankrupt. Indus- 
more cheerful, claiming they see signs that than to gras trial companies have not collapsed either. 
their economies might be stabilising. If the 8 p After the shocks in September and October 
rich world really were to be stabilising, then at straws last year, the financial news has become a bit 


that could mean that the worst would be over 
for emerging economies, too. 

My advice would be to remain rather cautious, and to let 
more time pass before making a judgement. There have, it is 
true, been some causes for optimism in recent weeks. Essen- 
tially, though, the better signs fall into three categories, none 
of them definitive or reliable. 

The first category is of data suggesting that the pace of 
economic decline might be slowing: consumer spending in 
several countries has been better in the past month than was 
expected; home sales in the US have begun to increase, even 
though prices are still falling. If these scraps of data do turn 
into a trend, it will indeed be good news. But a good analogy 
might be that of someone falling through the air. It is impor- 
tant to know how far away the ground is. Even if it is nearer 
than you once feared, you are still going to hit it. And once 
you have landed, it may be no easier to get up again. 

Another way of putting this is that from October until 
February, the pace of decline in demand in European coun- 


quieter. This, of course, is partly because of 
government rescue plans, especially for the 
banks. But it suggests that companies are more resilient than 
was expected. This, however, could change overnight. That is 
especially true in emerging economies, where a number of 
big companies face the difficult task of rolling over huge for- 
eign debts at a time when credit remains hard to come by. 
This recession is being driven by psychology: by the fear 
among households and of companies of potential unemploy- 
ment or bankruptcy, which has led them to cut spending; 
which in turn has caused demand to collapse. That sense of 
fear or its opposite, confidence, is a fragile thing. Politicians 
need to try to prevent people from becoming too afraid. But 
if they sound too optimistic, too early, and are not supported 
by events, their credibility will be destroyed. Better to be pa- 
tient, rather than grasping at optimistic straws. 
The author is a former Editor of The Economist. 
policyworld.bw (a gmail.com 
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In The News 





PHARMACEUTICALS 


Wockhardt’s Cup Of Woes 


The delay in 
publishing of 
the firm’s 
audited acco- 
unts raises 
eyebrows 


CHANGE OF GUARD: 
Habil Khorakiwala 
(right) and his 

son Murtaza 





MUMBAI-BASED DRUG MAKER WOCKHARDT'S 
mounting financial woes (see ‘No Quick Fixes’, 
BW 2 March 2009) were brought to a head this 
week as it deferred the publication of its audited 
accounts for 2008. The move rekindled specu- 
lation that it has piled up mark-to-market 
(MTM) losses on exotic foreign currency deri- 
vatives that it is unwilling to disclose. *It is a 
concern,” says a Mumbai-based analyst with a 
foreign broker. "We've been hearing of very 
large MTM losses incurred on forex derivatives, 
from bankers." Media reports suggested that 
the losses ran into millions of dollars, and that 
Wockhardt had trouble with its auditors Ernst 
& Young (E&Y) over provisioning. The pharma 
company has not published its unaudited 
results for the fourth quarter of 2008, either. 
E&Y did not comment. 

When rumours of these losses first surfaced 
nearly a year go, Wockhardt denied that it had 
used any "exotic currency options" or incurred 
losses on its forex transactions. It has not 
changed its stance. MTM forex losses have be- 
come the bugbear of corporate India in recent 
months. Corporates have been resisting a mi- 
gration to tighter accounting standards that re- 
quire them to show MTM losses in their profit 
and loss (P&L) statements rather than deduct- 
ing them from the cost of fixed assets. A recent 


government committee reportedly weighed in 
on their side, though a final decision is awaited. 
"If Wockhardt does have undisclosed MTM 
losses then perhaps they would like to capitalise 
on this development,” says Sharekhan analyst 
Mallika Baheti, adding that a healthy P&L was 
important given the firm's bid to raise cash. 

However, no decision is expected until after 
the electons. The companys explanation is that 
“a potential restructuring of certain businesses 
ofthe company and its subsidiaries..." has called 
for the postponement and that accounts will be 
out by 25 April. 

Wockhardt has been struggling to pay offlocal 
and foreign debt racked up to fund an expansion 
spree when credit markets were flush with 
liquidity, and the Indian currency was strong. 
Late last year, in a desperate bid to raise funds, 
Wockhardt retained investment banker UBS to 
find buyers for its assets at home and abroad, but 
has been unable to strike any deals yet. The com- 
pany has a debt-equity ratio of 2.3:1, with net 
debt of Rs 3,400 crore on its books, according to 
latest figures released on its website. 

This week, the Rs 2,653-crore company sou- 
ght relief under a corporate debt restructuring 
(CDR) mechanism with lender ICICI Bank. In 
addition, the company’s controlling shareholder 
Habil Khorakiwala, 66, resigned as managing 
director in favour of younger son 
Murtaza, 36, though he conti- 
nues as executive chairman. El- 
der son Huzaifa, 38, has been 
made executive director. A Woc- 
khardt statement called this an 
attempt to “develop a long-term 
succession plan in the best inter- 
est of the company and all its 
stakeholders”. 

Beleaguered Wockhardt sha- 
res fell 11 per cent to touch Rs 76 
taking its market capitalisation 
to Rs 831.44 crore on 1 April. 

Analysts seem to consider the 
management changes as cosme- 
tic and intended to cement the 
Khorakiwala family's continued 
reign over the company. Says an 
analyst with a Mumbai-based 
domestic brokerage, *Ultima- 
tely, it's the family that's running 
the business." 


SANJIT KUNDU 


Gauri Kamath 
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BALANCE OF PAYMENTS 


‘ The Gap Widens, 
But Not To Worry 


Deep Into The Red 


The 3QFY09 trade deficit narrowed to $36 billion as against $38 billion 
in the previous quarter, as both exports and imports saw a contraction... 
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... he capital account also posted a deficit for the first time since 1999 
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The widening 

" trade deficit 
IS a cause 

for concern, 

but not 

for panic 
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“SPEND AND PROSPER, SAID THE LATE JOHN 
Maynard Keynes, and in India, we took that 
aphorism to heart for the past five years. 
Imports rose and the trade deficit widened, but 
the economy grew to match. But all good things 
must come to an end, and they have. The latest 


balance of payments (BoP) figures — the sum of 


our trade and capital flows — have worsened to 
levels not seen in almost two decades. 

The trade deficit for the third quarter of this 
financial year — October to December — wide- 
ned to $14.6 billion (about Rs 73,000 crore), 
compared to $12.8 billion (about Rs 64,000 
crore) in the previous quarter. For the nine- 
month period, the current account deficit was 
$36.5 billion (about Rs 1,82,500 crore); add 
capital outflows — mostly portfolio flows from 
foreign institutional investors (FIIs) — and the 
overall deficit (capital and current account 
together) for the quarter goes up to almost $18 


billion (about Rs 90,000 crore). Should we be 
worried? 

“As bad as it sounds, this is not a crisis situ- 
ation, says Indranil Pan, chief economist at 
Kotak Mahindra Bank in Mumbai. “The overall 
deficit will probably be around $25 billion 
(about Rs 1,25,000 crore) the year ended 
31 March 2009 (FY09), and go up to $30 bil- 
lion (Rs 1,50,000 crore) for 2009-10.” 

Some estimates put the current account 
deficit at almost $44 billion for the full year 
actual figures will be available in May — or over 
3.5 per cent of gross domestic product (GDP), 
and much higher than the comfort level of 2 pei 
cent of GDP. But we also have $254 billion 
(down from $309 billion — about Rs 12,45,962 
crore — in March 2008) in reserves, which 
analysts say is a more than adequate cushion. 

"The current account deficit and portfolio 
outflows account for 38 per cent of the fall 
in reserves, says Rohini Malkini, economist 
at Citi, in a 1 April report. “More than 60 per 
cent of the decline in reserves was a result of 
their revaluation.” 

The revaluation occurs because the value of 
the dollar is impacted by the changes in value of 
the other currencies in the basket that the 
Reserve Bank of India (RBI) holds the forex 
reserves in. A week or so ago, the dollar's value 
against the euro worsened, and the 
appreciated against the dollar. The revaluation 
has no significant implication, but it does 
indicate the rupees value is likely to be volatile 
in the coming months. 

Will the rupee tank further? Most believe 
that there is further depreciation on the cards 
Already it has depreciated considerably over the 
last six months, and currently trades in un- 
certain territory. Analysts believe that the RBI's 
intervention will more likely be 
the rupee's appreciation, and in favour of an 
orderly depreciation. 

The upcoming elections add to the volatility 
mix: the change of government following the 
past elections had led to a sharp depreciation of 
the rupee by nearly 5 per cent between mid 
April and end May 2004. Will history repeat 
itself, given that there is no clarity about the 
complexion of the incoming government othe! 
than that it will be a coalition? 

“Its movement will not be unidirectional,” 


rupee 


against 


says a market analyst. “If it depreciates 
moderately, exporters don't get hurt, there will 
be more rupee liquidity and capital inflows will 
not be severely impacted. The government's 
borrowing programme, large as it is, could actu- 
ally be a beneficiary.” So the government will 


: spend, and hopefully we will all prosper. 


Srikanth Srinivas 
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CLEAR MESSAGE: 
Rakesh Mohan's report 
paints a positive picture 


The Indian 
financial 
sector can 
withstand 
shocks, says 
a report 


‘he Obvious 


SOMETIMES IT PAYS TO OVERSTATE THE OBVIOUS. 
The Committee on Financial Sector Assessment 
(CFSA), chaired by Rakesh Mohan, deputy gov- 
ernor of the Reserve Bank of India (RBI), tells 
us what we already know: that “the Indian 
financial sector is generally sound, resilient and 
fairly liquid”. The report was the outcome of a 
self-assessment that the CFSA undertook, 
beginning in 2006. Predictably, there are 
concerns, many concerning how skewed the 
sector is on several aspects. 

The devil is in the details, of course, and given 
the length of this report — it runs into six volu- 
mes — there are plenty of them. Take liquidity, 
for instance, the issue that has engaged both 
banks and borrowers the most in recent 
months. 

In its report, the CFSA says that “there is a 
growing dependence on purchased liquidity 
and also an increase in the illiquid component 
in banks’ balance sheets with greater reliance 
on volatile liabilities, like bulk deposits to fund 
asset growth”. More simply put, the extent of 
asset liability mismatches in banks — the idea is 
that the duration of assets (loans) should match 


SATHEESH NAIR 


the duration of liabilities (deposits) — is creat- 
ing bigger and bigger liquidity risks. 

Recall what happened in September 2008? 
Banks had to borrow at rates in excess of 20 per 
cent from the call or inter-bank overnight 
money market to meet their needs. The CFSA is 
saying that growing a credit portfolio when a 
stable deposit base is absent is not feasible any 
more. It goes so far as to suggest that banks set 
aside capital, for liquidity risk, if purchased or 
borrowed liquidity crosses a certain threshold. 

The report — which involved some 250 beau- 
tiful minds — is a comprehensive self-assess- 
ment of financial stability and compliance with 
standards that would be the basis of a medium 
term reform roadmap. Over the past two years, 
the CFSA has done a considerable amount of 
stress-testing — a technique to roughly meas- 
ure how the value of a portfolio for an institu- 
tion can change if there are large changes in 
some ofthe risk factors. It can also be appliedto * 
a subset of the financial system, say banks. 

Take non-performing assets (NPAs) as an 
example. If NPAs go up from their levels in 
March 2008 by 25 to 50 per cent, only five 
banks would be affected. If NPAs went up by 
100 per cent, eight banks could be seriously 
impacted. The information is useful for taking 
early remedial action by the regulator. It also 
helps estimate risks to the stability ofthe system 
as a whole, given the linkages that these banks 
could have with other banks. 

For Indian banks, the news was good: even 
when the test was conducted for September 
2008, the results showed the system as being 
capable of withstanding shocks. "The impact 
of credit risk on the capital position continues 
to be relatively muted,” says Mohan. “Even 
under the worst-case scenerio, capital adequacy 
(for the banking industry) remained well above 
the regulatory minimum (of 9 per cent), 
adds Mohan. 

But it is not all good news. The report high- 
lights several gaps and shortcomings that could 
delay the implementation of such a road map. 
For instance, there is no way of measuring 
household indebtedness, important when we 
think of the growing amount of consumption 
being financed by bank credit. 

The report also underscores governance iss- 
ues related to cooperative banks, and the confl- 
icts of interest the government faces in owning 
most of the banking system. For foreign banks, 
the opportunity to expand their footprint and 
branch network will have to wait for a while 
longer. The message from the CFSA’s report is 
also predictable: proceed with caution. In the 
current scenario, that may not be a bad thing. 

Raghu Mohan 
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STOCKMARKETS 


The Story Behind The Rally 


Global equity investors’ interest in emerging markets such as Brazil and South Korea 
is one of the key factors in the recent rally in the Indian markets. 
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STOCKMARKETS 


Of Interests And 
Conflicts Of Interest 


Non-disclosure 
of Sebi's 
independent 
panel's 
findings is 
questionable 


STIGMA: NSDL stands 
accused of negligence 
in the IPO benami 
applications scam 


IN DECEMBER 2008, A TWO-MEMBER INDEPENDent 
panel appointed by the Securities and Excha- 
nge Board of India (Sebi) had found the Natio- 


nal Securities Depository (NSDL) guilty of 


negligence in the 2003-05 IPO benami applica- 
tions scam. The fraud involved over 40,000 
fake demat accounts that were opened by a 
handful of depository participants of NSDL and 
the Central Depository Services (CDSL). 
jut, even after three months of passing the ver- 
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dict, Sebi has not made the panel's adjudication 
order public; now, there are allegations that 
Sebi's board members are responsible for the 
non-disclosure. 

Curiously, it is exactly the sort of conflict that 
the current Sebi Chairman, C.B. Bhave, wanted 
to avoid when he took over in February 2008 
Bhave — who was the managing director of 
NSDL when he was offered the Sebi chief's job 
— had made a precondition that all pending 
Sebi cases against NSDL should be handled by 
an independent committee. 

So, such a committee was formed in August 
last year and it gave its verdict on the IPO scam, 
which, ironically, was never made public. It is 
not clear yet whether the order has been delive- 
red to NSDL and, if it has, whether NSDL has 
appealed to SAT. It is also not clear who in Sebi 
is preventing the panel's order from being made 
public. All Sebi orders are supposed to be dis- 
played on its website. Queries sent to Sebi and 
NSDL remained unanswered. 

It is not clear whether Sebi's April 2006 in- 
terim order of disgorgement against NSDL and 
CDSL has been reversed by the special panel. 
Disgorgement amounts from over 10-15 fi 
nanciers and executants (who were non-DPs and 
not connected with the two depositories) have al- 
ready been collected by Sebi in the past one year 
through the consent order mechanism. Sebi 
needs to disclose the details in the case very soon. 

Rajesh Gajra 
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ADVERTISING 


Media’s Annus 
Horribilis 


How The Ad Pie Shrank 


Television and radio's ad volumes have improved, but not revenues 
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THE BUSINESS CHANNEL LAUNCHED BY RONNIE 
Screwvala in April last year, UTVi, has begun a 
corporate restructuring exercise to raise an- 
other round of funding. The original business 
plan has gone awry. The expectation that UTVi 
would break the hold of business news leader 
CNBC has not materialised and the viewership 
and reach ofthe channel never took off. 

"Against the first year's cash requirement of 
Rs 110 crore, and expected ad revenue of Rs 40 
crore, the channel has been able to garner ba- 
rely Rs 15 crore in advertising,” says a senior 
insider, adding, “the target of a break-even by 
the third year is clearly not possible with ET 
Now also entering the fray next month". 

UTV Software Communications, in which 
The Walt Disney Company holds a 60 per cent 
stake, will thus bail out the business channel 
and take a 49 per cent stake in the new special 
purpose vehicle that will now own UTVi. This is 
expected to bring in Rs 80 crore-100 crore con- 
sidering that the valuation ofthe business chan- 
nel is unlikely to exceed Rs 200 crore. 

With most media companies dependent on 
ad revenues, the slowdown has had a debilitat- 
ing effect. The total advertising pie is estimated 
at Rs 20,000 crore annually of which television 
takes away Rs 8,500 crore and newspapers ac- 
count for Rs 10,000 crore. 

On television, the advertising volume in 
November last year fell sharply to 45.31 million 
seconds compared to the previous month's 
55.37 million seconds — a fall of 18 per cent ina 
single month. The print industry's pain was 
worse. From a high of 20.99 million column 


A sharp 
decline in 
advertising 
revenues has 
hit the media 
across verticals 


centimetres of advertising in October last, ads 
fell 45 per cent to just 11.59 centimetres in No- 
vember. Radio advertising, too, declined by 30 
per cent from 9,176 seconds in October to 6,515 
seconds in November. 

The actual fall in ad revenue would be far 
larger considering that advertising rates have 
crashed between 15 and 30 per cent across all 
mediums. From November onwards, too, tele- 
vision advertising has continued to decline 
marginally. On the other hand, both print and 
radio ad volumes have been inching up. 

The April-May Lok Sabha elections are, 
however, expected to arrest the downward 
trend. “We expect an infusion of Rs 800 crore - 
Rs 500 crore in national media and Rs 300 
crore on regional platforms,” TAM Media’s CEO 
L.V. Krishnan said. 

News channels have been hit harder by the 
advertising downturn since most of them are 
free to air and are largely dependent on adver- 
tisement revenues. NDTV suffered a Q3 loss of 
Rs 125 crore compared to Rs 32 crore in the 
previous quarter. TV18 was in the red witha 
Rs 30-crore loss compared to a net profit of 
Rs 8.4 crore in FY2008. Deccan Chronicle 
Holdings’ net profit for the quarter ended 31 
December 2008 fell sharply by 75 per cent to 
just Rs 25.7 crore compared to the Rs 103 crore 
in the previous quarter. 

Notably, Hindi entertainment channels have 
been increasing their subscription revenues to 
35-40 per cent of their total earnings. As Rajesh 
Jain, head of KPMG's entertainment and media 
practice puts it: "These are expected to be ro- 
bust even during the meltdown.” For instance, 
Zee Entertainment third quarter results end- 
ing 31 December 2008 showed ad revenue 
growing just 2 per cent to Rs 264 crore as com- 
pared to the previous comparable quarter. On 
the other hand, subscription revenue grew 
17 per cent to Rs 227 crore in the same period. 
This also means subscription revenue now 
accounts for 42 per cent of the company’s 
earnings — up from 38 per cent in the previous 
comparable quarter. 

What is the forecast for calendar 2009? Esti- 
mates vary. The Pitch-Madison survey expects a 
flat scenario. After a heady 17 per cent growth to 
Rs 20,717 crore, total ad revenues are expected 
to inch up just 2 per cent in 2009. WPP’s media 
arm Group M on the other hand is more opti- 
mistic forecasting a 8.9 per cent growth to - 
Rs 24,900 crore by the end of 2009. In this, tel- 
evision is expected to grow faster at 11.4 per cent 
to Rs 9,353 crore as compared to the print 
medium that is expected to log a 7.4 per cent 
growth rate to inch up to Rs 10,770 crore. 

Gurbir Singh 
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PHARMACEUTICALS 


" Will Shantha Get A 
Shot In The Arm? 


The firm could 
reach western 
markets 
through a 

Big Pharma 
alliance 


TIME FOR A BOOSTER: 
Shantha needs to go 
beyond the tender busi- 
ness to retail markets 


WILL INDIA'S FIRST HOME GROWN PRODUCER OF 
genetically-engineered vaccines change hands 
for the second time in three years? 

In November 2006, Merieux Alliance of 
France acquired a controlling stake in Hydera- 
bad's Shantha Biotechnics, maker of Hepatitis 
B vaccine Shanvac-B. This week, a leading 
newspaper reported that Merieux was in talks 
with at least two large pharmaceutical compa- 
nies —UK's GlaxoSmithKline and Merieux's 
compatriot Sanofi-Aventis — to sell off its 
nearly 80 per cent shareholding. 

Varaprasad Reddy, CEO and founder of 
Shantha who still owns 17 per cent of the com- 
pany, denied that Merieux was hawking its 
ownership. It was negotiating with a number of 
companies for partnerships to facilitate techno- 
logy transfer, or prise open the western mar- 
kets, he told BW. *But for that these partners 
might ask for some stake in the company in 
return." He added that since he was not selling, 
it had to be Merieux that would be approached 
to dilute its stake. An e-mail sent to Georges 
Hibon, Shantha's chairman and a representa- 
tive of Merieux, remained unanswered. 

That could spell good news for both. Merieux, 
a research-driven firm with interests in medical 
and industrial diagnostics, was expected to help 
take Shantha's products to the western markets, 
but that has yet to happen (see ‘A Dose of Hope, 
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Keen on India . 


| MNCs have only scratched the surface of the 
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BW, 9 April 2007). Nor, it appears, has any tech 
transfer taken place between the two. 

Shantha’s revenues of Rs 204 crore, an 80 per 
cent jump from 2006-07, continue to be driven 
by vaccine supplies to aid organisations such as 
Unicef. Margins on this business are usually 
thinner than in the retail market. 

Global pharmaceutical companies are setting 
great store by the Rs 3,000-crore Indian 
biopharma market comprising products such 
as vaccines and human insulin that are made 
using living organisms. “This may be less about 
Shantha and more about Big Pharma (top 
western drug makers) and its interests in the 
emerging markets,” says a senior manager at 
another Hyderabad-based biotech drug maker, 
who requested anonymity. 

There is also a large biosimilars opportunity 
— to market copies of patent-expired block- 
buster biotech medicines — unfolding globally 
and MNCs might want to leverage India for 
that, says a New Delhi-based investment 
banker who spoke on condition of anonymity. 

MNCs may use acquisitions as a means of 
achieving these objectives. “If there are biotech 
companies that have the science 
and are actually generating rev- 
enue, those are perfect candidates 
for us to look at,” said Richard 
Clark, chairman of US drug maker 
Merck, in a recent BW interview. 
“Those exist throughout the world 
including in India.” A clutch of 
MNCs have shown interest in the 
biotech unit of Mumbai-based 
Wockhardt, says the banker. 

Will Merieux sell out? That depe- 
nds on two things. One is valuation 
— Merieux would expect an attrac- 
tive return on its initial investment 
(which was not made public). The 
other is a strategic rethink that will 
lead to an exit rather than, as 
Reddy suggests, a partnership with 
a smaller stake than before. 

Gauri Kamath 





13 APRIL 2009 23 BUSINESSWORLD 





eye) aia Internet 


The Dan 


by M. Rajendran | 


GRAPHICS: ANTHONY LAWRENCE 


<i, N Sunday, 28 March, govern- 
ET  —. ments in 103 countries including 
— — India scrambled to gauge the im- 
plications of a malware (mali- 
E cious software) attack from 

E AN China as discovered by the Infor- 

“mation Warfare Monitor (IWM) 
— a Canada-based research organisation. Ac- 
cording to a report it had put together after 10 
months of research, a malware unleashed from 
four servers in China had infiltrated 1,295 com- 
puters containing confidential government data 
in 103 countries. The malware, dubbed ghost 
RAT, could not only monitor the text files in the 
infected computer, but could also supposedly log 
keystrokes, capture video and audio and do a 
host of other such things. 

The Chinese government denied that it had 
anything to do with the attack. But what scared 
most cyber warfare analysts were the basic find- 
ings of the report. First, it said that many ofthe 
computers had been infected almost two years 

ago — and the malware had remained un- 
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detected. Two, it pointed out that it had been 
detected by IWM largely because the agency 
was looking for something like it. It may have 
remained undetected for many years otherwise. 

We live in a networked world. We use the in- 
ternet routinely for a lot of work. And govern- 
ments around the world are increasingly de- 
pending on computer networks to make life 
easier for citizens, and to work more efficiently. _ 
But as the world becomes tightly linked through ~ 
wired and wireless networks, the danger of 
hackers, phishers and other tech-savvy malcon- 
tents getting hold of confidential documents 
and secrets has also increased exponentially. 

Just how bad can this get? And what can we 
do about it? Read on. 


BRINGING A GOVERNMENT TO ITS KNEES 

The Chinese attack was merely a snooping mis- 
sion. As far as the researchers can tell, it started 
off to keep an eye on what the Dalai Lama and 
other exiled leaders of Tibet were doing. And 
what the countries they were in touch with were 
contemplating in terms of support to these lead- 
ers. In areal sense, the malware that infected the 
government networks was just about passing 
back information to four servers in China. 

But in 2007 and 2008, the attacks that were 
apparently planned from Russian soil showed at 
least a glimpse of what can happen to a govern- 
ment that is attacked. The first one, in 2007, was 
aimed at Estonia and was reported to have 

briefly disrupted several services, including 
emergency ones. In the second case, in 2008, 
a website sprang up that provided the details 
of not only the most important sites in 
Georgia, but also how they could be 
flooded with email or data to throw 
their operations out of gear. 

There is no proof that the Russian 
government had anything to do with 
these attacks. They were possibly the -~ 
work of nationalistic Russians with 
good software skills. But the 
attacks proved how 
easily govern- 

ment networks 


can be disabled, 


Web 


There are too many 
malcontents in the 
online world, and they 
Spare neither govern- 
ments nor individuals 


if anyone really wanted to. 

But even these attacks are really benign, 
points out a software security expert who does 
not want to be identified. “The amount of dam- 
age that can be done by a hacker group to a 
country that is heavily networked is infinite,” he 
says. “Cyber terrorism is evolving from guns 
and grenades to the internet,” says Ajay Trehan, 
CEO of security solutions firm Authbridge. The 
doomsday scenario is of hackers breaking into 
networks that control missiles or satellites. 

In the civilian realm, a hacker attack in a 
wired country can paralyse airport operations, 
banking and dozens of other things — in fact, 
almost anything that is connected to the Web. 
“Just because this is something you see in movies 
doesn’t mean it is not possible,” he says. The very 
fact that the Indian government is still not fully 
networked is what works in its favour, he says. 

Hopefully, Indian missile controls are not in 
such danger, but other parts of the government 
are. Early this year, according to Trend Micro, a 
global leader in internet content security, the 
Indian Embassy in Spain was found serving 
malware through an injected malicious iFrame. 
And if the report by the Canadian researchers is 
to be believed, dozens of other Indian govern- 
ment computers were affected by ghOst RAT 
(see ‘Chinese Cyber Flu’ on page 32). 

Experts believe the biggest mistake India has 
made is to have a common network connecting 
all its departments. If someone breaks into the 
National Informatics Centre (NIC) network, he 
or she can access networks of most ministries, 
including Defence and Home, points out M.K. 
Dhar, former joint director of Intelligence Bu- 





reau (IB). “It is like keeping all eggs in one bas- 
ket,” he says. “You are basically inviting disaster.” 

Agrees Ajit Kumar Doval, former director of 
IB: “NIC network was good when it was set up, 
but now slowly it should be disengaged and sen- 
sitive ministries such as Defence, External Af- 
fairs and Home should have their own net- 
works.” The IB and the Research and Analysis 
Wing (RAW) operate on networks that are not 
part of the NIC. They don’t allow employees to 
link to the internet 
from office. 

Senior officials in 
NIC and the Depart- 


VIRTUAL THREATS 


Hacking was the most common form of cyber intrusion 


ment of Information in India in February 2009 
Technology (DIT), Others 
however, do not agree l% 


that a common net- 
work increases vulner- 
ability. “We have a ro- 
bust system and our 
CERT-in (the system 
to identify virus and 
other dangers) guides 
the ministries regularly 
on updating their soft- 
ware or on precautions 
in the event of a virus 
attack as well as diag- 
nosis for spyware or 
malware,” says a senior 
official in CERT-in. “If 
they do not implement 
it, why should NIC or DIT be blamed?” 

But that is precisely the problem, points out a 
computer expert. The network might have all 
the security measures — but even if one depart- 
ment or person is not following the safety pro- 
tocols, he or she puts the entire network at risk. 

In essence, it becomes a human error. And 
the chances of human error leading to a security 
breach becomes a very real possibility when 
there are hundreds of thousands of employees 
routinely accessing the network as is the case in 
government departments. 

And India is not the only country that is vul- 
nerable. In 2007, a similar malicious worm ap- 
parently was found on Italian websites. Amit 
Nath, country manager at Trend Micro India & 
SAARC, says, “Online criminals had launched a 
widespread Web attack that had turned tens of 
thousands of legitimate websites into weapons 
(these could be used to send virus and malware) 
and almost all the websites that sourced the 
malware were from Italy.” 

George Heron, founder of BlueFin Security 
and former chief scientist for cyber security 
firm McAfee believes cyber warfare will play a 
significant role amongst countries. “Cyber 


13 APRIL 2009 25 BUSINESSWORLD 







Phishing 
4, 


Malicious Code 
2l% 





Source: CERT-In 


Websites dealing 
with security and 
privacy issues 
Www. privacy.org/ 
privacy.net 
www.nasscom.in 
WWW. privacy. gov.au 
www.all-nettools.com 
www.spychecker.com 
www.scanwith.com 
www.codeode.com 


www. privacyrights. org 
www.onguardonline.gov 
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threats originating from China are very real and 
growing, says Heron. “Other evidence supports 
this, such as the majority of bot masters being 
traced back to China, along with malware and 
other disruptive threats.” 

In 2007, cyber experts testified to the US de- 
partment of homeland security that the coun- 
try's cyber defences were dated. “Countries that 

claim leadership in technology 
have hired team of hackers 
that peep into other coun- 


tries’ critical establishments,” says Doval. The 
US is strengthening its systems and laws to deal 
with cyber security more effectively. 

The third reason why government networks 
become vulnerable, points out another expert, 
is the hierarchical nature of government de- 
partments. Network security is often controlled 
by middle-aged people whose technical skills 
are probably no match for young hackers using 
the latest techniques, he says. 


Over the years... The past two decades have seen many virtual attacks 
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The good news is that experts believe most 
hack attacks do not aim at getting control of 
missiles or other weapons. Last year, Georgia 
Tech Information Security Centers (GTISC) 
annual summit on emerging security threats 
and counter measures concluded that data will 
continue to be the primary motive behind fu- 
ture cyber crimes — whether targeting tradi- 
tional fixed computing or mobile applications. 
Heron says, “It’s all about the data,” whether 
botnets, malware, blended threats, mobile 
threats or cyber warfare attacks. And he expects 
data to drive cyber attacks for years to come. 


BIG BUSINESS, BIG RISKS 

Reports of attacks on business targets are in- 
creasing and catching up with those on govern- 
ment sites and networks. 

In February this year, Gmail suddenly started 
acting up. People could not access their ac- 
counts — or if they managed to, opening a mail 
was painfully slow. A hacker group had written 
a programme that sent hundreds of millions of 
requests simultaneously to the Gmail servers. 
Even though Google has servers that are capa- 
ble of processing millions of requests per sec- 
ond, the sheer volume of requests coming from 
the hacker programme was too high even for 
the tech giant to handle. This is what is called 
the classic “denial of service” attack — an attack 
where the hackers seek to overwhelm a com- 
pany’s servers by the brute force of millions of 
simultaneous requests. 

Google moved quickly to restore the Gmail 
service, but the attack was a way of showing that 
even Google, the company that epitomises tech- 
nological prowess to the common man, can be 
hurt if someone really goes after it. 

Google was in august company. In 2000, 
there were reports of denial of service attacks on 
companies such as Yahoo! and Amazon. Even 
Microsoft and Intel have been attacked off and 
on. But these are companies that spend millions 
to protect themselves from cyber attacks — 
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smaller companies often find themselves out of 
depth while dealing with such eventualities. 

While denial of service attacks are dangerous 
— they are only one part of the problem facing 
big business. Some experts feel attacks aimed at 
stealing consumer data are a greater menace. 

As transactions have increased on the Net, so 
has the incidence of stealing of credit card and 
similar data. In the US and the UK, millions of 
consumers have faced theft of their credit and 
debit card data in the past few years, from sup- 
posedly safe sites. And credit card data thieves 
are getting smarter. In the old days, they used 
the data to buy goods on the Net. Today, there 
are reports that this data is used to withdraw 
cash from ATMs as well. 

Last year in April, the websites of United Na- 
tions and the UK government came under at- 
tack and later in December the State Bank of 
Indias website was hacked. Attacks often indi- 
cate the personality and mind of the hacker. Kr- 
ishnan Thyagarajan, managing director of 
Quest Software India, says, "Those who do it for 
kicks would like to see the attacked network 
down for weeks, not hours. While others who do 
it for financial gains, are serious offenders." 

The third category of hacking attacks in the 
corporate realm takes place when one organisa- 
tion wants to snoop on its rivals, though this is a 
topic that is little talked about. 

Hacking is easier when firms continue with 
old hardware and software. *We cull birds when 
infected with virus; people are kept in isolation 
to diagnose. But computers in India and glob- 
ally have old hardware and software, and many 
of them continue to spread virus,” says Sanjay 
Bahl, chief security officer, Microsoft India. The 
antivirus software needs to be regularly up- 
graded and certain hardware that are suscepti- 
ble and that infect the hard drive need to be 
changed periodically. The problem is that you 
can try all these out and still get infected. Be- 
cause virus and Trojan writers almost invariably 
stay one step ahead of anti-virus software mak- 


ers. "Unfortunately, no data reception and 
transmission over the internet can be guaran- 
teed to be 100 per cent secure,” says Vakul 
Sharma, a senior Delhi-based Cyberlaw expert. 
But it is important that companies dealing in 
critical data use better resources when their 
customers trust them with 
their personal informa- 
tion. "Today, more than 
3 per cent of internet 
users in India (out 
of 45 million Net 
users) are paying 
to store pictures 
on the Net. It is 
an indication of 
trust," says Dib- 
tarup Chakra- 
borti, principal 
research analyst 
with Gartner India. 
According to IDC, 
the heightened secu- 
rity risk perception in 
view of the threat of ter- 
rorist attacks will force en- 
terprises to look at business 
continuity services seriously. As a 
consequence, the security solutions 
space is expected to evolve and grow by 20 
per cent in 2009. 















NAKED ON THE NET 

If governments and tech-savvy companies can- 
not keep their data safe, how vulnerable are you 
on the Net? A decade ago, the then Sun Mi- 
crosystems chief Scott McNealy is reported to 
have said that privacy was dead in the era of the 
internet. The problem is that the intrusion of 
privacy has been growing over the years. 

Every site you surf — even the most legitimate 
and most respectable ones — invariably start 
tracking you from the moment you type in their 
IP address. They put a ‘cookie’ — a small piece of 


breach security and steal confidential information 
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China-based hackers 
break into websites in 


China is accused of sponsor- 
ing hundreds of suspicious 
hacking incidents against 
military and private-sector 
computer systems by offi- — 
cials at the US Naval Network 
Warfare Command. 
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over 103 countries, 
affecting over 1,295 
websites worldwide. 
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HOW TO BE ON GUARD 


Authentication And Online Trust Alliance recommends 
measures that brands must adopt 


@ Ensure all privacy policies are discoverable, transparent, and written to 
ensure consumer comprehension, accessible from every page of a site and 
email sent. 


e Contact users, inform them about any programme changes in the com- 
pany's privacy policy. 


e Establish and publish procedures for data collection, transfer and 
retention, and commit to third-party or self-audits for compliance. 


e Support global efforts to increase consumer awareness and education as 
well as the adoption of fair information practices. 


e Support self-regulatory efforts to adopt standard data retention/use policies. 


@ Set and publish standards of privacy, security, and data retention policies 
with clear accountability between first party sites and third party content 
providers and advertisers. 


€ Create response plans for accidental disclosure of personal information and 
data breaches including notification to consumers and government agencies. 


€ Commit to authenticating all outbound email with Domain Keys Identified 
Mail (DKIM) and/or Sender ID Framework (SIDF) to combat forged email and 
potential privacy exploits. 


€ Transactional sites should adopt Extended Validation Secure Sockets Layer 
(EV SSL) Certificates for more security. 


@ All consumer facing sites obtain privacy certification and seals from a 
third-party provider. 


computer code — on your computer to collect 
information on your surfing habits. Or they use 
other tracking software to keep tabs on you. 

In many cases, the cookie is relatively harm- 
less. It merely collects basic data on your viewing 
habits on one site itself. If you are going regu- 
larly to a newspaper site, for instance, the cook- 
ies may try to track how many times a day you 
log on or which sections you visit more often. 

There are many reasons why almost all sites 
you surf will routinely collect such data. One, 
many sites want to track your surfing habits to 
serve you better — to customise offerings that 
are more tailored to your interests. In other 
cases, the data is collected just to provide a pro- 
file for advertisers who want to target you. 
Google makes its billions by tracking what you 
surf and offering you targeted ads. 

That is the first level of intrusion on your pri- 
vacy. But the real assault comes from hackers 
and phishers who send out malware — that sets 
up home in your computer. From there, it sends 
back information to the hacker about your every 
move. From the files you are working oh to the 
birthday gifts you are buying. The software can 
not only take control of your computer's hard 


disks, but can also track every key stroke on your 
keyboard. In other words, the password you are 
typing in for your banking transaction is being 
transmitted back to the hacker. 

How do they get a malware into your com- 
puter? Actually there are dozens of ways. Most 
new browsers, when released, have security 
holes in them. Hackers often exploit these holes 
to send across malicious software. In other 
cases, the malware is attached to that innocuous 
mail you have received from a friend. In still 
other cases, they are cunningly placed on popu- 
lar sites — and when you log on to one ofthem, it 
transfers itself to your computer. "The intrusion 
happens when a new application is being intro- 
duced. Hackers are sitting and waiting for an op- 
portunity,” says Desi Valli, CEO, Net4 India. 

The advent of social networking sites and 
peer-to-peer networks has actually aided the 
loss of privacy. In most cases, the data you feed 
in about yourselves and your friends, the pic- 
tures you share, and the messages you routinely 
send out are easily seen by most people. And as 
the Net becomes your favourite hangout for 
catching up with your friends, privacy is the 
first casualty. “Do not post information, pic- 
tures in haste,” says Satish Sayal chief technol- 
ogy officer of NIIT Technologies. 

According to the latest report by Websense 
Security Labs, an integrated Web, data and 
email security solutions firm, 70 per cent of the 
100 most popular websites either hosted mali- 
cious content or contained a masked redirect to 
lure unsuspecting victims from legitimate sites 
to malicious sites. This represents a 16 per cent 
increase over the past six months. The number 
of malicious websites identified by the company 
from 1 January 2008 through 1 January 2009 
has increased 46 per cent. 


PROTECTING YOURSELF IN A CONNECTED WORLD 
Governments in developed countries are already 
spending billions to enhance the security of their 
networks. And most companies that do business 
on the Net also spend good sums of money to 
protect their sites. They regularly hire specialist 
firms to conduct mock attacks on their sites and 
to probe for vulnerabilities. They also spend on 
security and encryption software and new tools 
such as the virtual keyboard to block hackers. 
Even companies that develop hardware are 
collaborating with software developers and 
other hardware makers to minimise intrusions. -- 
According to David A. Hoffman, Intel Corpora- 
tion’s director of security policy and global pri- 
vacy, the company works with partners such as 
Cisco and others in developing hardware foun- 
dations that will build security features on top of 
the hardware. Intel’s Z Pro technology, for in- 
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stance, is part of its ‘trusted computing plat- 
form’, which has a component on the desktop 
that is designed to provide a protected space for 
key operations and other critical security tasks. 

But what can you do as an individual to safe- 
guard yourself? While the only fool-proof way 
to ensure your safety in a connected world is to 
stay off the Net altogether, it is not practical. 
But a series of common sense precautions can 
help protect you to a large extent. 

Here are a few steps that are relatively simple. 
Read the privacy policies of all sites that require 
you to register with them carefully. Learn how to 
clean user data and cookies from your browsers. 
There are hundreds of privacy tools available on 
the Net — choose a good one and use it regularly. 
Then there are tools that help you browse 
anonymously. These mask your true identity 
when you visit a site. All good ones require pay- 
ment, but they might be worth investing in. 

The security aspects are more tricky. The 
biggest problem crops up in sharing credit 
cards. One way around this is to use either a 
credit card with a low credit limit or a prepaid 
virtual card that can be topped up regularly only 
for Net use. While this will not protect you com- 
pletely, it will at least limit your liability. Using 
debit cards on the Net is a bad idea unless you 
have very little money in your account. During 
transactions, try using a virtual keyboard so that 
a keyboard logger malware doesn’t get your 
password. “It helps companies to manage the 
risk profiles, like bank data is sensitive than 
manufacturing; software code and people's data 
is critical for an IT company,” says Surinder 


MANAGING THE RISK 


These security assessment tools can provide 
protection against hacking attacks 


Microsoft Security Assessment Tool (Windows) 
The Microsoft Security Assessment Tool 
(MSAT) is a risk-assessment application de- 
signed to provide information and recommen- 
dations about best practices for security within 
an IT infrastructure. 


Nessus (Linux, Windows) 

The Nessus scanner is the world leader in ac- 
tive scanners, featuring high-speed discovery, 
configuration auditing, asset profiling, sensitive 
data discovery and vulnerability analysis of your 
security posture. 


IBM internet scanner 

Internet Scanner can identify more than 1,300 
types of networked devices on your network, in- 
cluding desktops and servers. It then analyses 
the configurations, patch levels, operating sys- 
tems and installed applications to find vulnera- 
bilities that could be exploited by hackers. 


Qualys guard (Linux, Windows) 

FreeScan allows you to quickly and accurately 
scan your server for thousands of vulnerabili- 
ties that could be exploited by an attacker. If 
vulnerabilities exist on the IP address pro- 
vided, FreeScan will find them and provide de- 
tailed information on each risk. 


Singh, country head of Websense. 

The big precautions you need to take involve 
preventing Trojans, viruses and other malware 
from taking control of your computer. In- 
stalling a proper firewall helps. So does down- 
loading and implementing security patches for 
your browsers. These are regularly made avail- 
able by browser and software companies and 
should be downloaded religiously. Individuals 
can download or purchase anti-snooping and 
anti-bot software on the Net. You may also en- 
crypt sensitive information using free software 
like PGP and Cryp tools that are cryptographic 
mechanisms. There are two steganography 
(concealed writing, that only sender and the in- 
tended recipient can read) tools, wbStego and 
outguess, that can hide data inside other files. 

Using proper anti-virus software and scan- 
ning your system carefully at frequent intervals 
helps. But an anti-virus software is only good — 
for you if you regularly update it. 

Do all these things, and you will increase your 
chances of staving off a malware attack. Oh yes! 
— dont forget to pray regularly. 





m.rajendran (a) abp.in 
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by Kajal Basu 


COMPUTER virus that os- 

tensibly originated in China 

has infected, over the past 

two years, a whole line of In- 

dian embassies abroad and 

institutions in India, includ- 

ing the National Informatics 
Centre (NIC) of the Department of Information 
Technology under the Ministry of Communica- 
tions and Information Technology. The malware 
(malicious software) named ghOst RAT, which 
eventually infected 1,295 computers in 103 coun- 
tries, first struck and compromised computers at 
the office of the Tibetan Government-in-Exile 
(TGIE) and the Office of His Holiness the Dalai 
Lama (OHHDL), both based in Dharamsala, Hi- 
machal Pradesh. The Ministry of External Affairs 
(MEA) is said to have begun a software sweep of 
its computers on grounds that they might have 
been infected by the malware rerouted from the 
OHHDL and the TGIE. There is regular commu- 
nication between both these offices and the 
MEA, which handles highly sensitive Indo-Ti- 
betan and TGIE-China issues. None of the In- 
dian institutions knew that they had been infil- 
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trated till the end of March. 

The infection fanned out via email and exe- 
cutable Doc, JPEG and PDF files. A report, 
Tracking GhostNet: Investigating A Cyber Espi- 
onage Network, released three days ago on 29 
March 2009 by Canada-based Information 
Warfare Monitor (IWM) after a 10-month 
research, says that the infected computers in- 
clude those of diplomats, military attachés, sec- 
retaries to prime ministers and journalists. The 
maximum infections were reported from Tai- 
wan, followed by the US, Vietnam and India. 

A remote access tool designed to enslave in- 
fected computers, ghOst RAT, created a global 
map called GhostNet, of interrelated, compro- 
mised computers, of which about 30 per cent are 
considered topline diplomatic, political, eco- 
nomic and military targets. The GhostNet sys- 
tem directs infected computers to download the 
ghOst RAT Trojan that enables attackers to gain 
secret control, which means anytime document 
removal, logging of keystrokes, and activation of 
Web cameras and audio inputs. 

The ghOst RAT malware, developed by Chi- 
nese experts, is an open source Trojan available 
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, The ghOst RAT malware affected 1,295 sites in 103 countries 


including India, and tapped confidential data 


online. Using the Trojan, GhostNet managed to 
penetrate organisations central to China-TGIE 
negotiations, including the International Cam- 
paign for Tibet (ICT). Also infected were com- 
puters at Drewla, an online outreach project, set 
up in 2005, which uses Tibetan youth who know 
Chinese to communicate with mainland 
Chinese people and the global Tibetan diaspora. 
The global attack started on 22 May 2007, 
and IWM stresses that it is continuing even after 
the agency ceased investigations on 12 March 
2009. Among the hosts infected, the Indian em- 
bassies in Belgium, Serbia, Germany, Italy, 
Kuwait and Zimbabwe were hit by one infection 
each, while the one in the US received seven. The 
Indian high commissions in Cyprus and the UK 
got one infection each; the NIC had 12 infec- 
tions; the Software Technology Parks of India 
two; the OHHDL two; and the TGIE four. 
Many of the targets are linked to Chinese for- 
eign and defence policy in South Asia and 
South-East Asia. “Like radar sweeping around 
the southern border of China, there is an arc of 
infected nodes from India, Bhutan, Bangladesh 
and Vietnam, through Laos, Brunei, Philip- 
pines, Hong Kong and Taiwan. Many of the 
high-profile targets reflect some of China’s most 
vexing foreign and security policy issues, includ- 
ing Tibet and Taiwan,” the IWM report states. - 
Also infected were the foreign affairs min- 
istries of Iran, Bangladesh, Latvia, Indonesia, 
Philippines, Brunei, Barbados and Bhutan; em- 
bassies of South Korea, Indonesia, Romania, 
Cyprus, Malta, Thailand, Taiwan, Portugal, Ger- 
many and Pakistan; the Asean (Association of 
Southeast Asian Nations) secretariat, Saarc 
(South Asian Association for Regional Coopera- 
tion), the Asian Development Bank; and an un- 
classified computer at NATO headquarters. 
Authors of a technical report published in 
March by the University of Cambridge Com- 
puter Laboratory, The Snooping Dragon: Social- 
malware Surveillance of the Tibetan Movement, 
Shishir Nagaraja and Ross Anderson, write that 
agents of the Chinese government *used social 
phishing to install rootkits on a number of ma- 
chines and then downloaded sensitive data". 
"The Web-hosting and email services used by 
the OHHDL are provided by a California com- 
pany, the report says. “A look at the email server 
logs revealed a number of logins from a range of 
IP addresses that belonged to Chinese and Hong 
Kong ISPs, with which none of the OHHDL 
users were associated. Given that there are fewer 





SECRET INVASION 
List of virus attacks in March 2009 






Source: www.symantec.com 


than 50 email accounts, the possibility of error 
or accident seemed low, especially so as many of 
the suspicious source IP addresses belonged (ac- 
cording to APNIC, the Regional Internet Reg- 
istry that allocates IP numbers in the Asia-Pa- 
cific region) to ISPs operating not just in the 
Chinese mainland, but in China's Xinjiang 
province, where police and intelligence units 
dealing with Tibetan campaigners are based." 
The data collected from Dharamsala and Ti- 
betan missions abroad unearthed four control 
servers and six command servers. Three of the 
four control servers are located in three different 
locations in China: Hainan (Hainan-TELE- 
COM), Guangdong (Chinanet-GD) and 
Sichuan (Chinanet-SC). The fourth control 
server is located at a Web-hosting company in 
California. Five of the six command servers are 
located in mainland China (Hainan, Guang- 
dong, Sichuan and Jiangsu [Chinanet-JS]) and 
one in Hong Kong (Cuhknet-HK). One of these 
control servers was the fulcrum of the well-doc- 
umented phishing-malware blitz against Ti- 
betan targets during the 2008 Beijing Olympics. 
The IP addresses of the malware attackers 
were mostly traced back to Hainan Island, which 
is home to the Lingshui Signals Intelligence 
(SIGINT) Facility that has more than 1,000 in- 
telligence analysts of the People's Liberation 
Army monitoring US naval activity in the region. 
The ghOst RAT attack has put governments in 
a tizzy. As for others, "At the time of writing,” the 
IWM reports states, “...organisations are almost 
certainly oblivious to the compromised 
situation in which they find themselves.” 





Kajal Basu is a freelance journalist and 
writer with a deep interest in computers. 
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THE ECONOMIC PARAMETERS IN THE COUNTRY 
are rapidly changing. Although the macro- 
economic situation remains grim, some sec- 
tors seem to be picking up. Also, inflation — a 
factor that has in the past caused a fair bit of 
angst to the government in power — has hit 
remarkable lows. It is close to zero now, as 
per the latest wholesale price index (WPI) 
numbers. In this scenario, the Economic Af- 
fairs Secretary, Ashok Chawla, argues that 
there is a case for interest rates to come down 
substantially, which should be music to the 
ears of struggling industrial and manufac- 
turing sectors. Excerpts from an interview 
with BW s Anju | a. 





= parameters that indicate an upsurge or 
a further decline in the economic situation? 

, It is evident that the fourth quarter GDP 

= numbers will not be as robust as the first 
and second quarter, but they will be slightly 
better than the third. So we are now looking at 
a GDP growth of 6.5-6.7 per cent, instead of 
the earlier estimated 7 or 7.1 per cent. The 
other important change is in inflation. The 
WPI indicates that inflation is very close to 
zero. This is not really deflation — it is dis- 
inflation. There is no lack of effective demand. 
Inflation is going to remain close to zero or 
maybe negative over the next few months. 


b ttim ere ipt UR 


MEL tot t 
a falling ? 
A à The WPI, as you know, is a weighted 

= average of food prices, manufactured 
products, fuel and oil. The kind of weights 
being put into the basket makes it negative. It 
is a unique situation this time because the gap 
between the consumer price index (CPI) and 
the WPI is quite large. That number is still 
running at 8-9 per cent. There are two 
explanations for this. One, a gap between the 
two is always there, especially when the WPI is 
decreasing. Second, the weight of agricultural 
commodities is much higher in the CPI — 
almost three times of that in the WPI. So, agri- 
commodities prices remain higher. 

This is part of a conscious policy as the 
government has paid higher minimum supp- 
ort prices this year. The intention was to give 
agriculture more favourable terms of trade so 
that there is more income in the hands of the 
agricultural sector. So, prices of rice, sugar and 
pulses continue to rule quite high. To a certain 
extent, structural problems of supply have also 
led to a hike in prices. 

In a sense, inflation is at an uncharacteristi- 
cally low level. When a consumer goes to the 
market, he finds that prices have not really 
dropped. The drop in the WPI does not exactly 
reflect prices of commonly consumed goods. 

Demand, however, continues to be good. 
There is a slight decline in export sector, but 
domestic demand is robust. In fact, the 
general perception is that in many sectors 
there is a slight improvement. Truck rentals 
which had slumped are, for instance, inching 
up to the old levels. Automobiles is one of the 
first industries to be hurt by any downturn; 
but now it too is picking up, so are steel and 
cement. There are some straws in the wind. 

Internationally, it will take a little longer — 
maybe another year and a half. But in India, 
we feel, things will improve from October. 


a What are the indications from 

= banks and the financial sector? 

„ Most of them are sitting on a lot of 

= money. There is a significant movement 
of deposits from foreign banks to public sector 
banks and further onto State Bank of India 
(SBI) — currently perceived as the safest. Now, 
the problem is that the banks have been sitting 
on these deposits — practising lazy banking. 
As a result, most of the banks are at a 28-29 
per cent statutory liquidity ratio (instead of 24 
per cent) and SBI is at 34 per cent. Today, not 
only are the banks more risk averse, but less 
people are seeking loans too. What we are 
telling them is that there has to be an 
optimum mix between prudence and extent of 
liquidity that must flow into the system. All of 
it has a ripple effect on the economy. 


a What about interest rates? 


„a We (the government) have told banks 
a that interest rates should now come 

down. They have come down, but not enough. 
The prime lending rate remains high. The 
reason given by banks is that they can't lower 
rates since the weighted average cost of their 
borrowing continues to be high. Therefore, 
what happens is that the real interest rate — 
that is the difference between the rate of 
interest and the rate of inflation — has become 
high. We have brought this point to the RBI's 
notice, and the RBI is taking it up with banks. 
It is very inappropriate and highly unjustified 
to have a 10-11 per cent real rate of interest. 

Now that inflation has come down, the cost 
of borrowing for banks should come down and 
they should be in a position to lend at lower 
rates. If they are now able to borrow at 5 or 5.5 
per cent, they can bring down the interest rate 
at which they lend. 


Q „ What impact do you expect from the 
= package introduced by the US recently? 
, it’s a good plan since there is a 
a government sharing of risk there. If the 
money gets de-clogged, then the financial 
markets will start operating. This whole global 
crisis financially depends quite heavily on how 
quickly the financial system in the US is fixed. 
So, this can hasten the process of recovery 
from the downturn. 

Systemic and regulatory problems may take 
time to resolve but the immediate problem 
there is to get the heart pumping and blood 
flowing through the arteries ofthe patient (the 
financial system). They may need to perform 
open heart surgeries later, but first they need 
to revive the patient. 
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Fast Facts 
GDP Growth 
6.5 per cent 
in 2008-09 
(estimated) 


Annual Inflation 
0.31 per cent 

for week ended 
21 March 2009 


Interest Rates 

12.5 per cent 

is the prime lending 
rate for state-run 
banks 


FII Inflows 

$80 billion 

in the first half of 
2008-09 


Exports 

$175 billion 

target, unlikely to 
be met. Exports fell 
for five months 

in a row 
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after the 
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Flagging 
The Holes 


by Noemie Bisserbe 


“PROVISION ON ACCOUNT OF WAGE REVISION IS 
lower by Rs 146 crore, resulting in overstate- 
ment of profit by Rs 146 crore,” writes Navin 
Bansal, partner at accounting firm M.L. Puri & 
Co., in his limited review report of the quarter 
ended December 2008 for New Delhi-based 
engineering firm Bharat Heavy Electricals 
(BHEL). This is just one of the many comments 
made last quarter by auditors who have become 
more cautious while reviewing companies re- 
sults after the Satyam disclosures. 

Most auditors are not taking a hard stand and 
qualifying their opinion like Bansal. But in what 
is clearly a Satyam effect, the number of dis- 
crepancies flagged by Nifty 50 companies audi- 
tors has more than doubled from five in the 
September quarter to 11 in the December quar- 
ter, as they try to pre-empt any eventual action 
against them for their inability to spot holes in 
the balance sheets they audit. “We have asked 
auditors to be more vigilant while reviewing ac- 
counts, and instructed all members not to rely 
on documents provided by companies alone but 
gather external evidence such as bank state- 


OM ments as well, says Uttam 
Prakash Agarwal, president of 
the Institute of Chartered 
Accountants of India (ICAI). 

A BW analysis shows that 
instances of what Bansal called 
“overstatement” of net profit 
among the Nifty 50 amounts to 
Rs 5,411 crore for the nine 
months ended December. In 
other words, auditors have 
pointed out that the net profit 
of the Nifty 50 should have 
been 5 per cent lower than the 
Rs 1,15,538 crore declared for 
the nine months ended Decem- 
ber. They point at issues rang- 
ing from losses through de- 
rivative instruments to sundry 
debtors and mark-to-market 
foreign exchange differences. 

“In periods of economic un- 
certainty, more financial state- 
ment items are at risk,” says Jamil Khatri, head 
of accounting advisory services at KPMG India. 
“It would be natural for auditors to pay greater 
attention to areas such as revenue recognition, 
impairment of property and goodwill, realisa- 
tion of debtors and write-down in the value of 
inventories and investments.’ 


BIVASH BANERJEE 


Viability Gap 
Take the case of BHEL. According to auditors, 
the company has overstated its net profit by 
Rs 146 crore (see ‘Fairly Adjusted’). The diver- 
gence between the profit reported by the com- 
pany and the assessment by auditors lies in 
the way the provision has been spread across 
quarters. “The estimated provisioning of 
Rs 1,313 crore for 2008-09 on account of the 
impending wage revision has been apportioned 
in proportion to the actual turnover up to the 
quarter to estimated turnover for the year, as 
operations are not uniform through the year,’ 
wrote a company spokesperson in an email re- 
sponse to BW. “The auditors have expressed the 
view that provision should be uniform quarter- 
wise.” However, BHEL said the remaining bal- 
ance will be accounted for in the next quarter. 

Wind energy firm Suzlon, on the other hand, 
has not made a provision of proportionate pre- 
mium on redemption of $500 million (Rs 2,550 
crore) zero-coupon convertible bonds due in 
2012 and amounting to Rs 273 crore, according 
to the company’s auditors SNK & Co. and S.R. 
Batliboi & Co. An email sent by BW to Suzlon's 
spokesperson remained unanswered. 

Tata Power made no provision either for 
standby charges accounted as revenue in earlier 
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periods estimated at Rs 519 crore. “The com- 
_ pany has been legally advised that the Appellate 
Tribunal of Electricity order can be successfully 
challenged and hence adjustments, if any, 
would be recorded by the company only on final 
outcome,” said a company spokesperson. 

Mumbai-based Idea Cellular is also betting 
on a favourable decision from the high court 
that would waive their obligation to amortise 
the non-compete fees of Rs 91.91 crore for the 
nine months ended December 2008, paid to 
B.K. Modi's MCorp Global, following the acqui- 
sition of a 40.8 per cent stake in Spice Commu- 
nications last June. Idea has proposed to adjust 
the fees against the securities premium ac- 
count. "The highlighting in the audit opinion 
will be deleted once the court process is com- 
pleted,” says Rajat Mukarji, chief corporate 
affairs officer at Idea. 


Mark-To-Market Losses 

As per Accounting Standard (AS) 30, deriva- 
tives are not treated as off-balance-sheet items. 
Rather, they are marked to market, and ac- 
counted through profit and loss. But Hindalco 
did not make a provision for mark-to-market 
losses of Rs 323 crore. ^We believe that account- 
ing for mark-to-market losses without consid- 
ering net impact on hedges would actually 
distort the financial statements.” said a com- 
pany spokesperson. *We do not hold or issue 
derivative financial instruments for trading or 
speculative purposes, but to mitigate or offset 
the risks that arise from normal business activi- 
ties only. This mark-to-market loss is expected 
to be offset through future cash flows.” 

While ICAI is encouraging companies to 
adopt AS 30, the National Advisory Committee 
on Accounting Standards is yet to notify the 
new standard to make it mandatory. 


Foreign Exchange Differences 
In the case of Anil Ambani-owned Reliance 
Communications (RCom) and Mukesh Am- 
bani-owned Reliance Industries (RIL), had the 
companies accounted for foreign exchange dif- 
ferences on their borrowings and liabilities in 
accordance with AS 11, net profit for the nine 
months ended December 2008 would be lower 
by Rs 3,799 crore and Rs 1,177 crore, respec- 
tively, according to BSR & Co., Chaturvedi & 
Shah, Deloitte Haskins & Sells and Rajendran 
& Co. Chartered Accountants. Under AS 11, ex- 
change differences on such liabilities should be 
immediately recognised as income or expendi- 
ture in the period in which they arise. 

Even though AS 11 was made mandatory 
since 2006, firms can still take refuge under 
Schedule VI of the Companies Act, 1956, which 


‘justed in the cost of fixed assets for which for- 


Fairly Adjusted 


A BW analysis shows that instances of "overstatement" of net profit among 
the Nifty 50 amount to Rs 5,411 crore up to the December quarter 


| Unaudited | Adjustment | Net profit 
required by after 
the report | adjustment 


Reliance | Did not account for forex rate 
Industries 1753.00 Mn differences 

Did not account for forex rate 
RCom 4,630.62 | -3,799 diflerencer 

Qualifications of recoverability of 


Long-term investment in power firm 
Sterlite | 4,048.51 2.32 4,050.83 | classified as an intangible asset 
and amortised 
Adopted new accounting standards 
Wipro DIETE 2,640.70 that are not notified 
M Paid additional incentive to 
GAIL workers without DPE clearance 
No provision for Rs 323-crore loss 
BHEL 1,790.74 ES 1,644.74 Provision on account of wage 


revision lower hy Rs 146 crore 
allows foreign exchange fluctuations to be ad- 






Company Auditors’ comments 


| net profit 





All figures in Rs crore, for the 
nine months ended December 
2008; NQ: not quantified; NA: not 
applicable; RCom: Reliance 
Communications; DPE: 
Department of Public Enterprises 


eign currency loans were raised. ICAI is, how- 
ever, working on a new set of guidelines that 
will prevent companies from using this option 
(see ‘A Question of Standards’, BW, 30 March). 
While auditors had already pointed at this is- 
sue last June, RIL and RCom have not yet taken 
any steps to address auditors’ concerns. “The 
company has continued to adjust the foreign 
currency exchange differences on amounts bor- 
rowed for acquisition of fixed assets, to the car- 
rying cost of fixed assets, as per legal advice re- 
ceived,” said a RIL spokesperson. An email sent 
to RCom remained unanswered. Large compa- 
nies that are not part of the Nifty 50 — including 
Dr. Reddy's, Zenith Birla, Essar Shipping, Ashok 
Leyland, Welspun Gujarat Stahl, Punj Lloyd, 
BEML, ABG Shipyard, IVRCL Infrastructures 
and Adlabs — also follow standards that have 
prompted auditors to flag their results. 
However, companies may not have the luxury 
to disagree for long. If ICAI has its way, firms 
will be mandated to restate their financial state- 
ments to accommodate auditors’ objections — a 
practice common globally. But to be heard, au- 
ditors will need to harden their stand and qual- 
ify their opinion, a practice most of them still 
shy away from for fear of antagonising clients. 
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Will the 
auditing 
firm stand 
up for its 
troubled 
partners? 


ON DOUBLE-EDGED 
SWORD: Arrested Price 
Waterhouse auditors 

S. Gopalakrishnan and 
S. Talluri (left) 
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PW's Moral 
Dilemma 


by Anjuli Bhargava 


ON 9 JANUARY, THE ANDHRA PRADESH INVESTIGAT- 
ing officials arrested the two main auditors of 
Price Waterhouse (PW) — the firm that was ex- 
ternally auditing Satyam Computer's accounts 
— along with B. Ramalinga Raju. 

Investigators argue that proof of PW’s guilt 
lies in the fees Satyam was paying its auditor, 
which they insist was “close to four times the 
fees other IT giants were paying theirs”. Accord- 
ing to them, a total fee of just below Rs 8 crore 
was paid to PW in 2007-08, while other firms, 
including Wipro and Infosys — paid their audi- 
tors about Rs 1.5-2 crore. “Why was Satyam 
paying it (PW) through its nose? Can it answer 
this?” asks an official involved with the case. 

In fact, PW's guilt is the only factor on which 
both camps — Raju’s and the investigating agen- 
cies — are united. “There are honest promoters, 
and there are dishonest promoters. What was 
the audit firm doing?” asks a senior investigating 
agency official, saying that it is quite clear that 
the auditor was not doing its job. 


Sources close to Raju also blame PW. “If the 
auditors had been more vigilant or honest, 
maybe we would not be where we are today. We 
are not denying there was an accounting irregu- 
larity. But why did the auditor never check once 
directly with the banks if the funds were there? 
Because they were a part of the fraud.. they say. 

Till now, PW is denying the collusive involve- 
ment of its two partners though it has sus- 
pended them from client work. PW argues that 
while the fees it received were certainly more 
than what Infosys pays its auditors, it is on a par 
or roughly in the same range as Wipro, Patni 
and TCS. Also, it argues that just the amount of 
fees cannot be the basis of someone's complicity. 

PW sources argue that the money was defi- 
nitely there, at least till 30 September 2008. It 
is claimed that 200 fixed deposit receipts were 
provided by Satyam and were physically veri- 
fied (all series numbers proved to be fake). Also, 
the current account balance of Rs 1,700-1,800 
crore with Bank of Baroda was also confirmed 
based on a bank statement provided by Satyam 
and its internal audit wing to PW. 

However, no real or clear attempts were 
made by the auditor to verify this with the 
banks directly, and checks after Raju's confes- 
sion have shown the funds are not there. 

Auditors in other firms that BW spoke to say 
that 99 per cent of the audits are signed and 
sealed without such confirmations. “We may 
write routinely to banks, but rarely does one get 
a reply. So if this is the being guilty, I would say 
99 per cent of the auditors and audit firms in 
the country will be in the same boat,’ says a sen- 
ior partner of Ernst & Young. In their defence, 
auditors argue that an audit is “no guarantee 
against a fraud”. Sophisticated, collusive fraud 
by the top management is impossible to detect. 
“Auditors are watchdogs, not bloodhounds,” 
says one source from one of the Big Four. 

Of course, the involvement — collusive or 
otherwise — of the two PW men has put its em- 
ployer into a quandary. If they are found even 
marginally guilty, there is no reason for PW to 
stick its neck out on their behalf because their 
actions “risked the firm”. “If complicity is 
proved, they will find themselves dropped like a 
hot potato,” says a partner with KPMG. 

However, if the two have got embroiled in or 
were “victims” of fraud, as the firm wants to be- 
lieve, and were simply at the “wrong place at the 
wrong time”, PW’s India management has no 
option but to stand up for them. “Failure to do 
so would send a very wrong signal to its 6,000- 
odd employees and the partners of the firm,” 
says a partner from a rival firm. 
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Common 
Denominator 


by kenneth rogoff 


A HUGE STRUGGLE IS BREWING WITHIN THE 
G20 over the future of the global financial 
system. The outcome could impact the world 
— and not only the esoteric world of interna- 
tional finance — for decades to come. 

Finance shapes power, ideas and influen- 
. ce. Cynics may say that nothing will happen 
to the fundamentals of the global financial 
system, but they are wrong. In all likelihood, 
we will see huge changes in the next few 
years, possibly in the form of an internatio- 
nal financial regulator or treaty. 

The US and Britain naturally want a sys- 
tem conducive to extending their hegemony. 
US Treasury Secretary Timothy Geithner 
recently advanced the broad outline of a 
conservative financial regulatory regime 





Debate in the 
G20 must 
shift to the 


Unbound Economy 





regulators and politicians over global inves- 
tment across the world. That is why ongoing 
dysfunction in the US financial system has 
helped fuel such a deep global recession. 

On the other hand, what is the alternative 
to Geithner's vision? Is there another para- 
digm for the global financial system? 

China's approach is a huge disguised tax 
on savers, who are paid only a pittance in 
interest on their deposits. This allows state- 
controlled banks to lend at subsidised inter- 
est rates to favoured firms and sectors. 

In India, financial repression is used as a 
means to marshal captive savings to help fin- 
ance massive government debts at far lower 
rates than those in a liberalised market. 

A big part of Russia's current problems 
stems from its ill-functioning banking sys- 
tem. Many, unable to get reasonable funding 
domestically, were forced to take hard-cur- 
rency loans from abroad, creating disastrous 
burdens when the ruble collapsed. 

Europe wants to preserve its universal 
banking model, with banks that serve a bro- 
ad range of functions. The US proposals, on 
the other hand, would make universal bank- 
ing harder, in part because they aim to ring- 





that, even critics of past US profligacy must formation of fence depository institutions that pose a 
admit, contains some good ideas. Above all, "systemic risk" to the financial system. Such 
regulators would force financiers to hold a new, well- changes put pressure on universal banks to 
more cash on hand. Geithner also aims to regulated abandon riskier investment-bank activities 
make deals simpler to evaluate, so that risks in order to operate more freely. Of course, US 
can be better assessed. international behemoths such as Citigroup, Bank of Amer- 


While the rest of the world is sympathetic 
to Geithner's ideas, other countries would 
like to see more fundamental reform. Russia 
and China are questioning the dollar as the 
pillar of the international system. The head 
of China's Central Bank, Zhou Xiaochuan, recently argued 
the merits of a global super-currency, perhaps issued by the 
International Monetary Fund. 

These are the calmer critics. The current president of the 
European Union's Council of Ministers, Czech Prime Minis- 
ter Miroslav Topolanek, voiced the angry mood of many 
European leaders when he described the US's profligate 
approach to fiscal policy as *the road to hell". 

The stakes in the debate over international financial re- 
form are huge. The dollar' role at the centre of the global fi- 
nancial system gives the US the ability to raise vast sums of 
capital without unduly perturbing its economy. Indeed, for- 
mer US President George W. Bush cut taxes at the same time 
that he invaded Iraq. However dubious Bush's actions may 
have been, interest rates on US public debt actually fell. 

More fundamentally, the US role at the centre of the glo- 
bal financial system gives tremendous power to US courts, 


financial 
philosophy 


ica and JP Morgan will also be affected. But 
the universal banking model is far less cen- 
tral to the US financial system than it is in 
Europe and parts of Asia and Latin America. 

Aside from its implications for different 
national systems, the future shape of banking is critical to 
the broader financial system, including venture capital, pri- 
vate equity and hedge funds. The Geithner proposal aims to 
rein in all ofthem to some degree. Yet, without these creative 
approaches, Silicon Valley might never have been born. 
Where does the balance between risk and creativity lie? 

Although much of the G20 debate has concerned issues 
such as global fiscal stimulus, the real high-stakes poker 
involves choosing a new philosophy for the international 
financial system and its regulation. If our leaders cannot 
find a new approach, there is every chance that financial 
globalisation will shift quickly into reverse, making it all the 
more difficult to escape the current morass. 

The author is Professor of Economics and Public Policy at 
Harvard University, and was chief economist at the IMF. 
Copyright: Project Syndicate, 2009. 
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Manoeuvre 


VW bets on 
quality to 
help it 
break into 
the small 
car market 


CASTING STRONG: In 
four to five years VW's 
new plant will produce 

up to 500 cars a day 


by Pierre Mario Fitter 


NEARLY 1-KM LONG AND SPREAD ACROSS 100 
hectares, Volkswagen's (VW) brand new plant 
in Chakan, outside Pune, is an impressive sight. 
Inside, a large whiteboard counts down the 
days until the first car rolls out of the factory 
on 27 April. It has been a quick operation; the 
plant will be ready a year ahead of schedule, 
thanks to a generous investment of €580 
million ($766.4 million or Rs 3,886 crore) — 
the biggest one-time German investment in 
India to date. 

The urgency, however, has taken its time in 
coming, and begs the question: has it come too 
late? Back in the early 1980s, VW ceded the op- 
portunity to enter the Indian market to Suzuki, 
which grabbed it with both hands and till today 
dominates the country's auto landscape. To this 
day, VW officials don't like to dwell on what 
might have been. 

When the company finally entered India, 
in 2002, it came with a long-term strategy, loo- 


automobiles 


Premium 


king more to build its brand and customer re- 
call than to sell its cars in large numbers. 

Today, that phase is over, and the VW Group 
(which includes brands such as Volkswagen, 
Audi and Skoda) is positioning itself to swamp 
the Indian market with new, high-quality cars. 
“We want to become No. 1 globally,’ says Joerg 
Mueller, president and managing director of 
the Volkswagen Group India. (VW is currently 
the world's fourth-largest car maker after Toy- 
ota, General Motors (GM) and Ford; it is also 
Europe's No. 1 car maker, as well as China's) 
"Therefore, we have to think in which markets, 
in which segments, we should act. In Europe, 
we're talking about 2-3 per cent growth. Here 
(in Asia), we are talking about much, much 
more. I am convinced this growth will come 
from India.” 

At the heart of VW's bold new India mission 
is the Chakan plant, which will produce its 
entire compact car line-up for the Indian mar- < 
ket: Skoda Fabia, and two upcoming cars, VW 
Polo and VW Up. By 2011, when all three cars 
are in production, VW will have the widest 
product spread in the Indian market. Already, it 
imports the super-luxury Bentley and Lam- 
borghini cars (priced upwards of Rs 3 crore). 
And at its existing plant in Aurangabad, VW 
makes part of its Audi luxury line (priced be- 
tween Rs 28 lakh and Rs 50 lakh) as well as the 
larger Skoda and VW cars — from the Fabia 
starting at Rs 5.8 lakh, to the Super at Rs 24 
lakh. The small cars coming out of Chakan will 













be in the Rs 3 lakh to Rs 6 lakh range. 

This will be a significant advantage as most 
Indian carmakers have pigeonholed themselves 
into niches; think, for example, Maruti Suzuki 
for affordability or Toyota for premium passen- 
ger sedans. “This allows VW to compete in dif- 
ferent segments at different price points and 
also target different customer segments,” says 
Ammar Master, senior market analyst for India 
and Korea at auto market research firm J.D. 
Power & Associates. 

While that may be true, what is also true is 
that this ramp-up may not be enough to take 
VW anywhere near pole position in the Indian 
. market. Here's the math: at its peak, which VW 
says is four to five years away, the new plant will 
produce up to 500 cars a day (or over 180,000 
cars a year), but it will begin at a downright 
pedestrian 25 a day. Combined with the Au- 
rangabad plant’s current capacity of 30,000, 
that adds up to a little over 200,000, one-fifth 
the current capacity of market leader Maruti 
Suzuki, and one-third that of second placed 
Hyundai's 600,000 units. Besides these two en- 
trenched companies, VW will also have to con- 
tend with a host of other challengers looking to 
ride India’s small car wave. 


Getting A Grip 

At the moment, in the sub-compact segment 
that VW's cars will compete in, there is strong 
competition between Maruti's Swift, Tata Mo- 
tors's Indica and a handful of smaller sedans. 
Among the expected high-profile launches for 
2009 are Honda's Jazz and Maruti's Ritz, based 
on the Suzuki Splash that was displayed during 
the 2008 Delhi Auto show. Within the next two 
years, other expected launches include one 
from Toyota, Fiat's Grande Punto, and another 
as-yet-unnamed small car from GM. 

With the small car space in India getting so 
crowded, all players, including VW, will have to 
be mindful of their pricing strategies. Accord- 
ing to market analysts, products such as GM's 
Aveo U-VA and Fiat's Palio have seen weak sales 
due to higher price points than the competition. 
The same can be said for Skoda Fabia launched 


last year in Delhi, which is Rs 1 lakh more 
expensive than Maruti's Swift, and 
has seen its sales falling from a 
peak 834 units in April 2008 to 
238 units in January 2009, ac- 
cording to J.D. Power (see 
chart 'Stiff Competition' on 
page 43). Swift, on the other 
f = hand, sold 8,541 units in Janu- 
© ary 2009. To be fair, VW is yet to 
produce the Fabia in significant 
numbers to be able to drive down its costs. Still, 
even Hyundais i20, which also launched last 
year, sold as many as 1,708 cars in January (i20 
prices start around Rs 4.8 lakh in Delhi). VW's 
Jetta and Passat haven't been too successful ei- 
ther, thanks to premium pricing. The only suc- 
cess VW has tasted in India so far has been 
through its upper-end Skodas — particularly 
the Octavia and Superb — which have fared 
reasonably well against the competition. 

"The challenge for VW is that in Europe it's a 
mass-market brand, but in India it is positioned 
as a premium brand; says an official with inside 
knowledge of VW's India strategy. *They'd like 
to compete with the likes of Audi and BMW, but 
they're not in that space anywhere else in the 
world. It’s confused brand positioning.” Earlier, 
VW significantly upped the price on its Octavia 
— traditionally a lower-end car in Europe — 
hoping to break into an untapped market seg- 
ment. That strategy won't work any more. 
"When the Octavia was launched seven years 
ago, the segment didn't have much competi- 
tion,’ says Kapil Arora, partner at Ernst & 
Young. "Today, however, competition is far 
more intense as customers have more choices 
and reference points for prices" VW's Mueller, 
however, defends the premium positioning 
strategy: "We thought that from the develop- 
ment point of view ofthe market, it's okay beca- 
use we have to intro- 
duce our products on 
a level of high quality.” 

Another weakness 
is VW's small distri- 
bution network, com- 
prising just 15 dealers, 
which is dwarfed by 
rivals across  seg- 
ments. “Fifteen is not 
sufficient,” admits 
Mueller. “Our plan for 
this year is to come to 
around 40 dealers.” 
But for the mass-mar- 
ket space, even 40 will 
be far from enough; 
Maruti, for instance, 
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BIG SMALL BET: The 
Polo will help VW tap 
into lower-price market 
segments 


Stiff Competition 


Unlike other cars in the category, demand for 
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Source: J.D. Power & Associates 





SMALL WONDER: 
Designed for emerging 
markets, VW hopes to 
gain a wide customer 
base with up! 


Sold! 


Most models of VW 
have seen a fall in 
sales from last year 


Model Jan % 
09 Growth" 
69 NA 
40 -20 

9 M 
ll4 128 
17 NA 
99 NA 
li6 NA 
294 -65 
0 -100 

41 486 
238 -65 
575 -65 
803 -52 





*Figures are growth over Jan 08 
Source: J.D. Power & Associates 







has around 463 dealers. It is no sur- a 
prise, therefore, that a recent J.D. 
Power study estimates that by 2016, 
VW's group sales will only reach 

69,000 units. 

What, however, is obvious is that 
VW's cars are likely to be technolo- 
gically superior to most other cars 
in the Indian market. And that 
could give the company an edge. 


Up Their Sleeve 
VW's biggest strength, according to J.D. Power's 
Master, is "the quality and the technology that it 
brings for Indian consumers". Cars such as Polo 
and Golf remain category favourites in Europe 
despite heavy competition from lower-priced 
Japanese and European rivals. One example is 
the new diesel-engined BlueMotion Polo, 
which was unveiled at the recent Geneva Motor 
Show. BlueMotion cars use improved aero- 
dynamics, transmissions and engines to deliver 
better fuel efficiency and lower carbon emis- 
sions. The new Polo, for instance, goes as far as 
30 km per litre and emits just 87 gm of carbon 
dioxide per km. That makes it the most efficient 
fossil-fuel powered car on the road today. 

The group will also be aided by its extensive 
use of platform technology. Platforms work like 
models. If a model wears swimwear, she's ready 
for the beach; drape a $2,000 gown on her and 
she’s rubbing shoulders with the glitterati. In 
other words, a single platform could be fitted 
with different car bodies to meet different cus- 
tomer needs. This saves on manufacturing costs 
and also speeds up production as assembly 
robots can turn screws or make welds on differ- 
ent models without having to adjust too much. 
Sharing platforms has helped the group build 
an incredibly diverse product portfolio with 
manageable costs. And VW shares more cars 
across individual platforms than most other car 
makers. In India, the company assembles its 
cars on three platforms. The Skoda Octavia and 
Laura and VW Jetta share the first; the Audi A4 
and VW Passat share the second; and the Fabia 
and upcoming Polo will share a third. This will 
give VW a significant advantage, especially in 
the crucial sub-compact segment, as it can 
quickly change production schedules based on 
demand from the market. 

To reduce costs further, VW is looking to 
localise production of as many car parts as pos- 
sible. That is because imported parts attract du- 
ties of 7.5 per cent to 10 per cent. “To be more 
competitive, we will have a higher local content 
going into our Pune factory,’ says a VW spoke- 
sman. "Our goal is to start at around 50 per cent 
and bring localised content up to around 70-80 
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per cent or even more, depending on what 
Indian suppliers can offer" At the moment, VW 
is in talks with as many as 400 potential Indian 
suppliers. The company’s seriousness on the 
issue of localisation is evident from the fact that 
of the €580 million that was invested in 
Chakan, about €150 million ($198 million or 
Rs 1,004 crore) was spent on supplier facilities. 

As work on the logistics part progresses rap- 
idly, the company is moving equally swiftly on 
its products. On 21 December, VW will start 
production work on the 2010 version Polo that 
debuted at Geneva. However, with the Fabia al- 
ready present in the sub-compact segment, VW 
officials are tight-lipped about the price of the 
Polo. “The Swift is a competitor, but that doesn't 
mean we have to match its price,” says Mueller. 
“When we produce the smaller car (Polo), we 
will get into a price range that is lower than to- 
day's Volkswagens.” In fact, the Swift is a very 
good benchmark for the Polo, because the Ger- 
man carmaker will also make a sedan version of 
the car, à la the Swift Dzire, in the same year. 

But more than the Polo, it is the smallest car 
from which VW has the biggest hopes. When 
the diminutive four-seater up! — designed 
almost exclusively for emerging markets such 
as India — premiered at the 2007 Frankfurt 
auto show, it generated a flurry of attention. 
When introduced, it might turn out to be 
the car that gives VW a bigger base in the 
country. "India will continue to be primarily 
viewed as a small car market for the foreseeable 
future,” says Ernst & Young's Arora. “Globally 
too, we'll see a shift towards smaller cars as con- 
sumers get more concerned about fuel economy 
and the environment.” 

That appears right up VW's alley, but 
whether the company can translate that into 
significant presence in India will depend on 
how it plays its car(d)s over the next two years. 
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Ghosts Of 
Past Summits 


by harold james 


Like the 1930 
London meet, 
the G-20 
meet in April 
is unlikely to 

| A produce a 
coordinated 
stimulus plan 
or blueprint 
for foolproof 
financial 
regulation 


THE WORLD IS CONFRONTED BY A DRAMATIC FI- 
nancial crisis that many policymakers be- 
lieve is more severe than the Great Depres- 
sion. Before 2008, experts said a new Great 
Depression was impossible because of the 
strength and depth ofthe cooperative mech- 
anisms set up at the end of World War II. 

The G20 summit has thus created enor- 
mous expectations that internationalism 
may once again overcome a plethora of eco- 
nomic problems. Unfortunately, the magni- 
tude of the expectations alone suggests that 
disappointment is almost certain. 

The symbolism of the location is unfortu- 
nate, as it carries a reminiscence of the main 
abortive attempt to manage world economy 
during the Great Depression. The 1933 
World Economic Conference also met in 
London, at the Geological Museum. Partici- 
pants at the 2009 summit may not visit the 
museum, but they will have to deal with the spectre of confer- 
ences past, for the failure in 1933 offers important lessons. 

First, as with the G20 summit, everyone expected the 
London Conference to fail. The plenary meeting was paral- 
ysed by the way in which the preparatory commissions had 
worked. Monetary experts argued that an agreement on cur- 
rency stabilisation would be desirable, but that it required a 
prior agreement on dismantling trade barriers. Trade ex- 
perts met in parallel; they agreed that protectionism was ob- 
viously a vice, but thought that it was a necessary one that 
could not be addressed without monetary stability. 

Only leadership by a determined great power, prepared to 
sacrifice its particular national interests in order to break the 
resulting impasse, might conceivably have saved the meet- 
ing. But such leadership was as unlikely then, as it is now. 

The second lesson lies in governments' unwillingness in 


times of great economic difficulty to make sacrifices that. 


might entail a short-term cost. Even ifthe result would have 
been longer-term stability, the immediate political conse- 
quences were too unpleasant. In adverse economic circum- 
stances, they could not afford to alienate public support. 
Finally, faced by a realisation of inevitable failure, partici- 
pants look for a scapegoat. The 1933 conference looked like a 
classic detective novel in which every party had a reason to 
bea suspect. Britain and France had turned away from inter- 


Then & Now 





nationalism, adopting trade systems that 
favoured their overseas empires; Germany's 
president had just appointed Adolf Hitler's 
radical and aggressive government; and 
Japan had just sent troops into Manchuria. 

Of all the major powers in London, the US 
looked the most reasonable and internation- 
alist by far. Its new president, Franklin Roo- 
sevelt, was already taking vigorous action 
against the Depression, and was trying to 
reorder the failed US banking system. 

Roosevelt did not know what line to take 
at the conference, and his stream of advisers 
offered inconsistent counsel. At last, he lost 
patience and announced that for the mo- 
ment the US had no intention of stabilising 
the dollar. This message, delivered on 3 July 
1933, was known as *the bombshell". Roo- 
sevelt talked about the need to restore *the 
sound internal economic system of a nation" 
and condemned the *old fetishes of so-called 
international bankers". Everyone pretended 
to be shocked at the failure of international- 
ism but, at the same time, were delighted to 
have found someone who could be blamed 
for the failure ofthe conference. 

In 2009, we face a similar set of circum- 
stances. The lines of conflict have been 
clearly drawn in advance. The US wants the 
world to embark on macroeconomic stimu- 
lus programmes, and thinks the task of reinventing and re- 
ordering financial supervision and regulation can wait. 
Many European countries cannot afford a stimulus package, 
owing to overstretched public finances, and instead want to 
make progress on the international regulation of banking. 

The alibis for failure are also already prepared. The new 
summit is unlikely to produce either a coordinated stimulus 
package or a detailed blueprint for a foolproof system of fi- 
nancial regulation. Participants will be waiting for the mo- 
ment when one of the leaders (maybe Angela Merkel) loses 
patience and makes the obvious and true remark that the 
process is a waste of effort. Then everyone will denounce this 
honest politician for having wrecked internationalism. 

In the 1930s, it was the autocratic and belligerent Ger- 
many and Japan that could derive the most capital from the 
failure of the London conference. Failure at today's London 
summit is also likely to be used as a rhetorical weapon 
against the large western governments, and to provide a 
rationale for implementing new forms of state capitalism. 

The author is professor of history and international 

affairs at the Woodrow Wilson School, Princeton 
University, and professor of history at the European 
University Institute, Florence. 
Copyright: Project Syndicate, 2009 
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The Engineering Way 


Engineering education in the country has moved from ‘learning through rote’ to a 
more out-of-the-box approach and institutes are also offering some exciting courses 
along the way 






research and development and the importance of 

India in the global engineering scene has only 
been on the rise. While the global knowledge indus- 
try is in complete awe of the software and computer 
engineering talent in the country, other forms of en- 
gineering are just as recognised. It would be ab- 
solutely correct to call India the ‘home of engineers’. 
The credit for this favourable reputation goes directly 
to the quality of engineering education available in 
the country. 


ndia has long been associated with cutting-edge 





The level of engineering education in India has 
been of the highest standards. While the Indian In- 
stitutes of Technology (IITs) have been the visible 
manifestation of this, making the country a favoured 
name in the world for quality engineering education, 
there are numerous private institutions that are now 
coming up offering the same, if not better, facilities. 
Not just that, they are also constantly innovating and 
there are now are a lot more courses that are on 
offer for students. 


Engineering trends 

While traditional engineering courses like civil 
and mechanical engineering continue to hold impor- 
tance, ‘new-age sciences’ like nanotechnology, 
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biotechnology, bioinformatics, remote sensing, ge- 
netic engineering, computer forensics, etc, place 
India at the forefront of innovation technology. These 
new technologies are especially exciting for engi- 
neering students, current and prospective, and this 
directly translates into a high demand for such 
courses. 

Another interesting trend that can be seen in en- . 
gineering institutes is that a lot of concentrated ef- 
fort is being made by institutions to add value to their 
students in terms of free thinking, problem-solving 
abilities and creativity. More and more institutions, 
both government and private, are adopting a more 
out-of-the-box approach towards teaching. The 
focus is shifting from mass producing engineers to 
giving them a more practical-based approach to- 
wards problem solving. 


How to choose 

Given the increasing number of institutions com- 
ing up in the country, it becomes a Herculean task 
for students to decide on what engineering colleges 
they should apply to. Everybody wants to get into a 
good institute that offers them quality education and 
as the range of choices is wide, taking a decision 
becomes tough. 

There are several factors to be considered while 
zeroing in on an institute like fees, placement 
record, facilities on campus, quality of faculty, infra- 
structure, collaborations with foreign institutes, types 
of courses offered, way of teaching, grading system, 
industry interactions, location, admission prerequi- 
sites etc. 


Going the engineering way 

In India, engineering education has always been 
one of the most sought after options for students and 
parents alike. It is now all the more exciting with new 
courses on offer and more quality institutes coming 
up. While this field might not be for everyone, those 
who have the slightest aptitude and inclination to- 
wards it should fully explore their options and take 
the plunge. 


Grooming tomorrow’s LEADERS 
Heritage Institute of Technology 


Management Education Centre 





The Management Education Centre at Heritage Institute of Technology (MEC-HIT) runs under the aegis of the Kalyan 
Bharti Trust (KBT) - a Public Charitable Trust. KBT comprises noted philanthropic industrialists with a zeal to serve the 
country, in general, and the State of West Bengal, in particular. The Trust also runs a day boarding school - The Heritage 
School - affiliated to the CISCE, New Delhi, providing education from Pre-Nursery to Class XII & ‘The Heritage Academy’ 
offering 3-year BBA(H) & BCA courses. The Trust also runs '"Suryakiran', a free evening school, and ‘Kalyani’, a charitable 
health care centre, for disadvantaged sections of society. Future plans of the Trust include setting up a Medical & Dental 
College and an Institute of Law. 


Salient Features 

* Sprawling green campus * State-of-the-art audio visual room, Language Laboratory, Ultra-modern Classrooms, Digital 
Library, Auditorium, Seminar Halls, GD - Pl Room, Conference Room, Computer Lab, Cafeteria & Cheap Store * Excellent 
faculty from IIM's, IIT's, Foreign Universities « Regular Industry Visits « Seminars and Workshops * Excellent research 
facility * Exchange Programme with foreign universities 


Master of Business Administration (MBA) 
* Full Time : 2-Year * Part Time : 3-Year (Evening) 


Some of our major recruiters are : 
Colgate Palmolive, ESSAR Telecom Retail, Evalueserve, HSBC Securities, 
JP Morgan, Kotak Mahindra Bank, Kotak Securities, LIC, Pepsico India, 


Pricewaterhouse Coopers, Reliance Communications, Simplex Infrastructures 
OTHER COURSES 
Under Graduate Programmes : B.Tech (4-Year): ^ Post Graduate Programmes : M.Tech (2-Year) : 
* Computer Science & Engineering 
* Electronics & Communication Engineering* 
* Information Technology* 
* Applied Electronics & Instrumentation Engg* * Biotechnology 
Chemical Engineering 
* Biotechnology* 








* Computer Science & Engineering 


* Applied Electronics & Instrumentation Engineering 


* MCA (3-Year) 


*Duly accredited by NBA-AICTE 
N.B. All programmes are duly approved by the AICTE, New Delhi & affiliated to West Bengal University of Technology (WBUT), Kolkata. 


Heritage Institute of Technology 
Management Education Centre 

Chowbaga Road, Anandapur, Kolkata-700 107 

Ph : 033 24430454/56/57, 24431255-57, Fax : 033 24430455/1259 
E-mail : adminmec@heritageit.edu * Web : www.heritageit.edu 
Info Desk : 09830292332 
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SRM Takes Education 
To A New Level 


Students always look for the best education. Here is a 
university that provides them more than that 






of competitiveness is increasing day by day. 

Colleges are moving beyond formal education 
and there is now an effort to develop the overall per- 
sonality of the students as well. But not all universities 
have been able to achieve this to the fullest extent. 
One of them that has though is SRM University in 
Chennai. 

Beyond excellence: Built with an environment 
that fosters growth, learning and self knowledge and a 
vision to emerge as a leading world-class institution 
that creates and disseminates knowledge, SRM Uni- 
versity upholds the highest standards for instruction in 
medicine and health sciences, engineering and tech- 
nology, management, and science and humanities. 

The best education: Recognised for imparting 
high quality professional education, SRM is indeed 
one of the best in the country. The university gives you 


-= a student, education is everything. The level 












SRM in Ranking of Indian Universities 
(An Education Times GfK-Mode Study) 


* Top private university for engineering 
* Top university for multiple streams 

* 3rd in the south region for engineering 
* 3rd private university for medicine 

« 5th in the south region for medicine 


a varied list of courses in all streams. Be it certificate 
courses, diploma, undergraduate, postgraduate or 
doctoral programmes in engineering, medicine, man- 
agement or science and humanities apart from the op- 
tion to specialise in next-generation streams like 
nanotechnology, embedded systems or computer 
forensics, SRM has it all. 

Global dimension: SRM's International Advisory 
Board (IAB) has developed an upgraded syllabus and 


international teaching methods that make the univer- 
sity a pioneer in innovative teaching methods. With 36 
eminent members from top universities around the 
world, the IAB brings in a global perspective to SRM. 

The university is one of the few in India that has 
collaborations with international educational institu- 
tions like University of London, Queen's University and 
the Partners International Healthcare (Harvard Teach- 
ing Hospitals). 

In 2008, SRM sponsored 104 students for a se- 
mester at MIT, Carnegie Mellon, UC Davis, Wisconsin 
and Western Australia as part of its student abroad 
programme. 

State-of-the-art infrastructure: With a seating ca- 
pacity of 4500 students, the auditorium at SRM is one 
of the largest in the country. The university campus is 
spread over 350 acres and has modern libraries, smart 
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i | have been associated with the SRM Group of Institutions for over 25 years. Many of their alumni have made stirring contribu- 
tions to the globalisation phenomenon over the past two decades and have spread economic vitality to all parts of the world. On a 
personal level, | highly value the lifelong friendships | have made with faculty, staff and others at SRM. In short, their impact on my 
life and the institution's educational contributions to my career success has been "fundamentally transformational’. 

Dr. Srini Ramaswamy, Prof. and Chairperson, Computer Science, University of Arkansas at Little Rock, USA 
Alumnus of SRM University, 1989 
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classrooms, hi-tech labs, wi-fi campus, sports and hos- 
tel services, besides the auditorium. Spacious and 
green, the ambience of the campus makes learning a 
cherished experience. . 

Best faculty: Each faculty member at SRM is cho- 
sen with care and the university has on its team the 
most dedicated faculty. The students gain much expe- 
rience from the strong academic background of the 
university's faculty members. 

The level of comfort that students share with the 
faculty gives the university a feel of another home, and 
even foreign students feel that they never left their 
countries. The university is focused on cultivating the 
research talent of the students and guides them in their 
respective areas of interest, while several full-time in- 
ternational faculty members at SRM bring in a unique 
learning experience. 

Scholarships: The total scholarships granted by 
SRM cross over Rs 6.3 crore. The Founder's Scholar- 
ship at SRM gives a full waiver on tuition fees, books, 
hostel and mess plus an additional stipend of Rs 1000 
per month to top rankers of the states, departments of 
Ce 

CÉ feel great to share with you that Agrim and | have 
Started working on Project Mars Gravity — a five-week 
space mission to observe the effect of micro gravity on 
mammals. Having spent a semester at MIT, this was a 
once-in-a lifetime opportunity of getting hands-on ex- 
perience on a project backed by NASA. 73 

Sahil Maheshwari, B-Tech student of SRM at MIT- 
USA 


L All 17 of us find the interdisciplinary research here 
to be tremendous and awe-inspiring. We have had the 
opportunities to interact with a vast majority of leaders 
in major fields of science and engineering. This has 
immensely expanded our knowledge and boosted our 
academic profiles. This should aid us towards reaching 
our ultimate goals of obtaining graduate admissions 
with scholarships and funding. 9 

Iqubal Mohamed Aslam, B-Tech student of SRM at 
University of California-UC Davis 
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EEE, JEE, AIEE, sportsmen, economically or physi- 
cally challenged and minority. Also, a scholarship of 
Rs 75,000 per year is given to students joining SRM 
with 95 per cent and above in CBSE and ICSE exams. 

Global placements: A 100 per cent job placement 
record speaks for itself. SRM's students have had no 
trouble in finding coveted positions in reputed corpo- 
rate organisations and business houses that visit the 
campus regularly every year, with an excellent salary 
package that is at par with international standards. 

TCS, Wipro, Cognizant, Infosys, Microsoft and Or- 
acle are some of the reputed companies that have re- 
cruited SRM students. Over 1500 students were 
placed by the end of the 7th semester with a top salary 
of US$ 90,000 with Oracle Inc USA and the success in 
placements will grow further by the end of the ongoing 
8th semester. 

Having created a niche in the minds of the stu- 
dents in India in all areas of education, SRM Univer- 
sity is truly one of the best institutions in the country. 
Working with a vision to further spread its scope, so 
that it can spread the noble message of unity in di- 
versity in the whole world, SRM is one great place to 
be. No wonder then that SRM University is the most 
sought after education destination for students from 
around the world. 
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Going Beyond Education 


SRM University Vice-Chancellor P. Sathyanarayanan talks about what makes the 
university one-of-a-kind and how the institution has changed itself with time 


What is the vision of SRM University? 

Our vision is to emerge as a leading world-class 
university in disseminating knowledge and providing 
students with a unique learning experience, with 
high ethics, in all areas of scholarship that will best 
serve the nation and the world. 


What kind of structural reforms have been 
initiated in the education system at SRM? 

Our flexible credit-based system allows students 
to choose elective courses of their preference. Cred- 
its are allotted per course and students can combine 
any variation of electives for the year, helping them 
to specialise in their areas of interest. 

The university offers tailor-made continuing 
education programmes in engineering to employees 
of industries that help them to upgrade their knowl- 
edge level. On the other hand, companies like 
Infosys, Wipro and Cognizant offer our students 
training programmes that make them industry- 
ready and reduces their learning curve after 
recruitment. 


What new innovative and need based 
courses have been introduced in SRM and 
what are the advantages for the students 
taking up these courses? 

Co-curricular skill development courses and 





training on IT skills such as C, C++, Java is being 
imparted to students of all disciplines. Students also 
undergo personality development courses that en- 
able them to develop a multicultural outlook. 


Could you give us some details of tie-ups 
and affiliations with various educational in- 
stitutions from India and abroad. 

Our university has collaborated extensively with _ 
international universities for student exchange pro- 
grammes, faculty exchange programmes and joint 
research programmes. Some of the institutions are 
Massachusetts Institute of Technology (MIT), 
Carnegie Mellon, University of Wisconsin, Massa- 
chusetts Institute of Medicine (Josh Labs), Univer- 
sity of Western Australia, Warwick University, 
Dundee University, Birmingham City University, 
Kyushu Institute of Technology, Lille Catholic Uni- 
versity, Technical University Chemnitz and Umea 
University. 


How is SRM University different from other 
universities? 

The faculty of engineering and technology at 
SRM University is unique in its wide spectrum un- 
dergraduate, postgraduate and doctoral courses. It 
has 22 engineering departments including emerging 
fields such as genetic engineering and biomedical 
engineering. The university provides international 
standard engineering education through its collabo- 
rations with universities abroad. Four campuses with 
a perfect ambience for inspiration, spacious play- 
grounds, well-equipped laboratories, modern lecture 
halls, central auditorium with a seating capacity of 
4500, wi-fi enabled campus — SRM provides the 
top-end infrastructure and facilities. 


What are your future plans? 

* Increase the diversity and the strength of students 
and faculty through industrial collaborations and 
sponsored research 

» International collaborations for joint research and 
educational programmes that expand the geography 
through satellite and international campuses. 
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Jon the halon of Academic finasee 


BROM, the cream of a private residential Engg College sprawls over 100 acre campus of pleasant green 
landscape. The Institute provides livewire approach having creative expression. BRCM unfolds niche in 
academic arena by employing state-of-the-art expertise in all facets of student development. 


Admission to B. Tech Courses in 
following 6 disciplines 


Discipline Mgt. Haryana Total 
(including 
NRI) 


Cse | 9:9 | 15415" | 36+36" 





M. Tech. in Mechanical Engg. — 18 Seats 
*M. Tech. in Electronics & Comm. Engg. - 18 Seats 


*M. Tech. in Electrical & Electronics Engg. - 18 Seats 
*Proposed 





Fee : As prescribed by the State Fee Committee, Ħaryana. 


———e Application form for Admission #——— 


Application Form can be obtained from College office ‘free 
of cost’ or can be downloaded from the College Website. 
Admission will be by Inter se Merit according to AIEEE- 
2009 ranking. Minimum eligibility is 55% marks in the 
aggregate of 3 subjects (Maths, Physics and any one of 
Chemistry, Biology, Bio Tech or Computer Sc) in 10+2 OR 


passed 3-year Diploma course in Engg/Technology from T Direct didis “Ee 


State Board of Technical Education, Haryana or its — ^ of Diploma holder 
equivalent. = to B. Tech. 2nd year 
Please refer our Website : http://www.bremindia.org for under Lateral 





more information about the admission & college. | nd ca cl 





a . BAHAL- 127 028 quom Bhiwani Teo Ph: Gis 255- 2651 01 wry Fait: 265217, 265110 
E-mail : registrar&brcmindia.org/infocollegeGbrcmindia.org 
Website : http://www.brcmindia.org 
For more information please contact : 
1) Dr. B. K. Khan, Director, Ph : (01255) 265109 2) Mr. K.S. Sharma: Ph : (01255) 265107 


Help Desk - Mr. Balwan Singh : 9991700813 


p. Candidates from Bihar may contact at : 09431863915 
Candidates from Jharkhand may contact at : 09431963900 
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Building professionals for future India 


Learning comes as a complete package at Heritage Institute of Technology that provides 
the best platform for students to showcase their talents. 


Preparing the budding 
aspirants to make them 
industry-ready professionals 
and fit them in the ever 
changing corporate world 
has been the aim of Kolkata- 
headquartered Heritage 
Institute of Technology. Set 
up on September 5, 2001, 
the institute began its journey as a small organization 
and is now leaping ahead in the sphere of imparting 
quality business and technical education of repute. 
The institute is a signature creation of Kalyan Bharati 
Trust and the brain behind setting up the institute 
is none other than H K Chaudhary, an alumnus of 
the prestigious Birla College, Pilani and the founder 
chairman of the institute. 


Vt 


H K Chaudhary 





We have a strong belief that a sound education 
forms the key to the society and students should 
have an access to contemporary education. In 
today’s global times, there is lack of modern system 
of education that has resulted in the genesis of 
Heritage Institute of Technology. Education 
determines the basic character of an individual who 
show off the different levels of competence based 
on the parameters of development. 


Abiding by the motto of caring for all, the institute 
pursues a strategy to impart students with the ethics 
of Indian culture and organizes seminars on current 
affairs and future challenges of the corporate world. 
Moreover, the widely reputed institute adheres with 
the dignity of labour and considers no work as small 
or menial. It makes best effort to treat everybody 
equal irrespective of the social status or hierarchy 
of an individual. The institute is affiliated to West 
Bengal University of Technology (WBUT) and has 
a current strength of 2,600 students. Accredited to 
All India Council for Technical Education (AICTE), 
the institute has geared up with courses in six 
significant streams including management, 
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engineering, computer applications, biotechnology 
and information technology. The institute has 
personality development session and hosts English 
language classes to upgrade the communication 
skills of the students. 


For aspirants who wish to make it big in the corporate 
scene in future, the institute is the ideal option. Says 
H K Chaudhary, “Our institute has a social 
commitment and students who join the institute 
are quite privileged to serve the marginalized 
sections of the society. Our institute not only stresses 
on education but helps in grooming an individual 
into a complete human being. It moulds the destiny 
of the students and emphasizes on spirituality. It 
helps in the making of responsible and dynamic 
global citizens with traditional values who are fully 
committed to the nation’s development. The institute 
is looking at starting more number of courses and 
plans to kick-start a law school, medical college, 
media and communication institute, and an 
entrepreneur cell. The cell would provide training 
to unemployed youths to market their products at 
low cost.” The institute has also drawn up plans to 
offer research programmes to students. 


Mr. H K Chaudhary is also founder chairman of 
BRCM Public School and BRCM College of 
Engineering & Technology, Bahal, Dist. Bhiwani 
(Haryana). It all started with a small school in the 
year 1987 which has grown into a large campus 
and a reputed education foundation. There are 
students and faculty members from 17 states. The 
school and college are one of the finest institutions 
in Haryana. Mr H K Chaudhary is also member of 
Agrasain Balika Siksha Sadan and ABSS Institute 
for Higher Education in Howrah. He has also been 
helping in establishment of Sobhasaria Engineering 
College, Sikar (Rajasthan). Mr Chaudhary has 
adopted spreading quality education wherever is 
possible and he always motivates, and inspires 
business communities to do something for spreading 
education. 


Tech Talk 








BRIGHT PROSPECTS: 
A protein produced by 
Nicotiana benthamiana 
plants can block the 
spread of HIV 
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Anti-HIV protein 
from plants 
Scientists in the US 
and the UK may have 
come a step closer to 
discovering a new 
drug that could help 
prevent the 
transmission of HIV. 
While the drug may 
not cure the deadly 
disease, researchers 
are using plants to 
mass produce a 
protein that can 
block the HIV virus. 
The protein, made by 
ared algae called 
griffithsin, is produced by modifying the gene 
of a plant called Nicotiana benthamiana, which 
belongs to the tobacco family. 

Laboratory studies on human cells have 
long shown that griffithsin binds to the 
virus’ surface, and stops it from infecting 
healthy cells. However, until now, scientists 
have not been able to produce this protein in a 
cost-effective manner — the equipment 
traditionally needed to make recombinant 
proteins is very expensive. 

Scientists have earlier tried modifying plants 
to express the desired proteins to bring down 
cost. But until now, the plants have failed to 
produce enough of the proteins. With this new 
discovery, one greenhouse could produce a 
million doses of virus-blocking chemical. 
Clinical trials for the new drug should be 
initiated in the next few years. Preliminary 
tests carried out in human cervical cells and in 
a rabbit model are very promising. However, 
one concern remains: will the protein trigger 
an immune response in humans? 


Nanotubes Are Risky 

Carbon nanotubes are considered one of the 
most interesting and versatile products 
developed in recent years. They 
are supposed to be the basis of 
many future technologies — from 
energy to computing — and 
hundreds of researchers around 
the world are developing 
technologies based around carbon 
nanotubes. Environmentalists 
have been warning about their 
possible health impacts, but 


there has been no conclusive evidence so 

far. Now some scientists at the National 
Institute of Occupational Safety and Health in 
West Virginia in the US report that they can 
have deleterious health effects. In fact, they 
may be as bad as asbestos, reports science 


journal Nature. 


The scientists report that carbon nanotubes 
when inhaled can pass through the lining of the 
lungs, much as asbestos does. When asbestos is 
inhaled, they pass through the lung lining into 
the mesothelium, a membrane that forms the 
lining of several internal organs; prolonged 
exposure to asbestos can cause cancer of the 
mesothelium in the lungs. Carbon nanotubes 
are now shown to behave in exactly the same 
way in mice, which developed lung damage 
when exposed to carbon nanotubes. 

This research is cause for worry, says Nature, 
quoting many researchers in the field, and can 
be the basis of future regulation on the use of 
carbon nanotubes. 


Go Easy On CT Scans 

A CT scan is now so routine that many people 
would have had multiple scans done during 
their lifetime. Now a study, done by the 
Brigham and Women’s Hospital in Boston, says 
that people who have had multiple CT scans 
are under 
increased risk 
of cancer. 

The study 
was done on 
data of about 
31,462 patients 
who have had 
diagnostic CT 
scans at the 
hospital. About 33 per cent of these patients 
have had more than five or more scans during 
their lifetime, 5 per cent had more than 22 
scans and 1 per cent had 38 scans or more. The 
study found that the cancer risk of about 7.3 
per cent of the patients surveyed increased by 
1 per cent. In simple terms, this means that the 
more CT scans you have in your lifetime, the 
less beneficial and riskier they become. If you 
have no or very few scans, the benefits 
outweigh the risks. The study is supposed to 
raise awareness of the risks of cumulative 
radiation exposure, which is a neglected topic 
even in scientific circles. 








P. Hari in San Francisco 
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ENECTCEITTUEMHR background check - 2 


New World Risks, - 
Old World Fears 


NEELKANTH DHIR FELT THE THOUGHTS RACE "he persona] life of every individual is bas- 
through his mind uncontrolled. Every time 


he felt at peace about some aspect of his busi- ed on secrecy, (which is why) civilised man is 
ness doing well, the words of Lenny Dias sur- so anxious that personal privacy should be 


faced like a ticker tape beneath the peace, chal- x 
lenging that joy. respected." — Anton Chekov (adapted) 


Dhir had most reluctantly commissioned a 
background check on Sushant Deo, his fund 
manager at Fund & Folio (F&F), and the first 
round had been upsetting. Sushant, who was in 
fact one of his better-liked managers, had come 
in for flak from a high value client who alleged 
that his decision on his portfolio was not just 
suboptimal or amateur, but in fact not above 
board. And that he suspected some murky in- 
tentions at work. At first, Dhir was unwilling to 
go with this — since it seemed like a misunder- 
standing. And then, Dhir had met his cousin 
Kapilesh Kar, (KK), who had recently sleuthed 
on and prosecuted an employee for allegedly 
passing on competitive data. 

Dhir, who had been alarmed by the idea of 
cops in corporate corridors, was even more 
alarmed to know that it was now common to 
have employees checked out for a variety of rea- 
sons, mostly because of a tendency among peo- 
ple to either round off upwards or window dress 
their experience and remuneration. The very 
idea was startling. As he said to KK, "What it 
also conveys is that such a person does not fear 
retribution or being apprehended! In fact, he 
does not even think his declarations will be veri- 
fied!" KK agreed, adding, "That is so because or- 
ganisations and employers are in a tearing hurry 
to have ‘good looking’ people, Neel, and in the 
process caution is thrown to the winds.” 

Yet, he was unable to come to terms with the 
idea of sleuthing on Sushant. Until some pass- 
ing incident at work caused him to skid men- 
tally and decide to do it. KK had given him the 
number of the agency he used and that is how 
Dhir found Lenny Dias. 

Lenny, the director at CopSecret, a back- 
ground check agency, decided he would first 
run the basic HR check and reference check. Af- 
ter all, Dhir's brief to him had been: “We are em- 
barking on a very major deal, the client has 
asked us to conduct a formal check on the team 
members who will be on this deal — a good 
place to begin would be the references that the 


by meera seth 





employees have given when they joined us.” 

Lenny began with one of the references in 
Sushant’s CV, Param Kohli, CFO of Diamond 
Investments, for whom Sushant had placed 
funds in 2006 when he was with Globe Paper 
Bonds. Param would not take the calls but he 
left a message with his secretary, asking Lenny 
to send an email to his senior manager Vilas 
Sarathi, stating purpose. Lenny did that and set 
up a time when he would call him. 

Bringing friendly warmth to an otherwise 
unpleasant job, Lenny explained why he needed 
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to meet Param Kohli, saying, “Sushant had 
mentioned Kohli as a reference in his applica- 
tion forms and so...” Vilas interrupted him, “Re- 
cently? Can't be.” Then correcting himself he 
said, “I mean he left us a long time ago.” 

Lenny agreed, “It is a personal reference, 
hence it should not matter; they know each 
other well enough to stand in this context vis-à- 
vis each other. I am just doing a routine evalua- 
tion to meet some client requirement" 

"He was OK;' said Vilas, *skillful negotiator, 
came to work on time, rarely took a day off... 
you know what I mean. He was ‘OK; no lasting 
impressions." And then, Vilas ended the call ex- 
cusing himself saying that he was in the middle 
of a meeting, and maybe Lenny should write an 
email ifhe had more questions. Recounting this 
to Dhir, Lenny said, “I wrote again asking to 
speak with Kohli, but we did not get a reply, not 
even a response to our follow-up calls. This kind 
of stone-walling seems suspicious; would you 
like me to do a full-scale investigation?" 

Dhir agreed reluctantly. CopSecret then set 
about verifying all educational records, physi- 
cally verifying all addresses, authenticating last 
salary earned and most of all the designation 
held in the last few jobs. 

Sushant was a graduate from a prestigious 
college in Mumbai, which was verified, as also 
his college records, which were impeccable. 
Now, the period between his graduating and 
joining an American college for a management 
programme was hazy. In other words, a gap of 
16 months post graduation; his CV said: *took a 
gap year trekking in the Himalayas before going 
to the US to do an MBA in finance.” This was 
normal, and Lenny moved on. 

Next Amit Rao, Lenny’s trusted senior associ- 
ate pursued the US university lead. He spoke to 
their student advisor Kathy McCaslin and 
learnt that Sushant was a bright student, took 
an active interest in many student activities, 
headed The Money Tree, a fund raiser, and 
passed the course with good scores. Amit asked 
if Corawl had campus placements and learnt 
that Sushant had been placed by them at 
Stewart Corn Associates (SCA). 

Itturned out that Sushant had not worked be- 
yond a month at SCA. *We had an unusual situa- 
tion Mr Rao,’ said their security officer. "Initially, 
he had mentioned that he had taken the CAT 
exam and had even got admission into one ofthe 
IIMs, but that he had instead decided to study in 
the US. It turned out to be untrue and per rules 
we had to rescind his work at SCA. He had in 
fact studied a year at the IIM, and had been 
asked to leave. That is not an issue, but the fact 
that he doctored this truth was not commensu- 
rate with the work would be doing with us.” 


« 
Lenny 
was not 
surprised. This 
explained why 
Param Kohli 
Was a 
reference, 
and also, why 
now Kohli was 
distancing 
himself from 
all things 
relating to 
Sushant Deo." 


Lenny saw that Sushant's CV did not mention 
SCA. And the gap year he mentioned in his CV 
corresponded to the year he went to IIM. After 
SCA he had joined Einstein & Bagel in Wash- 
ington. This stint had gone off well, although 
the HR department had only a very clinical re- 
port to give about Sushant: “He worked at E&B 
for three years as a trainee. His emoluments at 
the time of leaving the firm was USD x.” Lenny 
wondered about his next stint at Trade Ventura 
Bank — but all search ended when he learnt 
that the bank had succumbed to the recession. 

Then there was the gap in his employment 
record — after a three-month stint at Globe Pa- 
pers and Bonds in 2006, his CV stated that he 
was in traction for eight months in Kolhapur 
after an accident during voluntary service. 

Lenny was perplexed. He felt some answers 
could lie at Globe, but checking at Globe was not 
part of his mandate. Even so, wanting to move 
ahead in this investigation, Lenny went to Globe 
posing as an old college friend who was looking 
for Sushant. People at Globe said Sushant had 
left the company almost overnight: *He may 
have been asked to leave, since he did not serve 
any notice period, or get the formal farewell 
which was a routine practice." Some said there 
were rumours that it had something to do with 
Diamond Investments, because all dealings with 
Diamond Investments had also been suspended 
on the same day as his exit. 

Lenny was not surprised. This explained why 
Param Kohli was a reference, and also, why now 
Kohli was distancing himself from all things re- 
lating to Sushant Deo. Amit sent an officer from 
CopSecret to Kolhapur to do a discreet check 
with his neighbours. It transpired that Sushant 
had not visited Kolhapur; his family had wound 
up residence in Kolhapur and had been living in 
Mumbai, for the past 10 years. 

Reporting further on this, he said, *His 
neighbours in Mumbai refer to him as a well-off 
man; he owns two apartments in a plush neigh- 
bourhood in Powai, and has recently acquired a 
Honda Accord. The few who know his family, 
say he comes from a working-class family, both 
his parents were school teachers." 

Lenny tracked down the addresses and then 
the builders — and enquired enough about the 
purchases. Meeting with Dhir, Lenny said, “A 
number of lies in the CV, some of it could be seen 
as ‘routine’ lies, but lies they are. Such as non- 
disclosure of his year at IIM, non-disclosure of 
work at ASC, the 8-10 month gap between leav- 
ing Globe Bonds and joining here is not corrobo- 
rated by facts, as he does not seem to have been 
in Kolhapur during that period. Add to that his 
lifestyle, which seems completely disproportion- 
ate to his salary of about Rs 23 lakh per year. And 
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incidentally, at Globe Bonds, he was a manager 
and his remuneration was Rs 14 lakh, not Rs 20 
lakh as he has mentioned in his CV. It appears to 
me he may have grossed up the variable bonus 
figure into the fixed component of his salary. I 
have seen many people do this. 

“And I want to now say this, Mr Dhir, you 
must check your people before they join. These 
days it is not at all difficult to check the back- 
ground. For example, Deo refers to his educa- 
tion at Corawl University as an MBA — whereas 
it is a simple diploma, not a Masters degree. 
Subtle but serious lies!" 

Dhirthen decided to meet with his HR Direc- 
tor, Gautam Pandit. Taking him into confidence 
he said, “The aura around this boy is cause for 
concern. I have two strong complaints from two 
clients who have been associated with us for 
nine years. We have placed funds for them in 
the past too, and our relationship has been very 
good. For them to call and make a statement 
like that is extremely unusual, especially in our 
business where faith is a serious ingredient." 

Gautam was thoughtful. Immediately, his 
brain did a quick scan of Sushant to look for 
suspicious movements in the past. Gautam's 
brain reported ‘nil’. He now said to Dhir, “We 
must keep his immediate boss Parthive Mukun- 
dan informed. Abundant caution for one, and 
two, his personal feedback will be valuable.” 

Late in the evening, the three of them sat at 
the Gymkhana Club and talked about Sushant, 
Lenny and the whole situation. Truth was they 
were all very disturbed by all this — that some- 
one they dealt with daily had many dark lies 
embedded within. Gautam said to Dhir, “I have 
read CopSecret's report, and have some view- 
points. Lenny says Sushant has been to IIM for 
a year, but not recorded it. Tell me, can we hold 
this against him? I see it as a change of mind at 
24-25, which is common, and not owing to 
moral reasons — anything, from an unbearable 
room mate to boring classes, to 'this is not what 
I had in mind; to ‘I am not the deadly competi- 
tive sort' to an US admission coming through in 
the fall and preferring that life to this life!" 

“Or to failed exams at the IIM;' said Parthive, 
leaving it in the air for Gautam to fight it. 

“Or failed exams at IIM, why not,” said Gau- 
tam very accepting of the possibility. “See, the 
point I am making is, quitting the IIM is not the 
only thing you quit in life. You change subjects, 
you change faculties, you start off doing the sci- 
ences, and then decide it is stunningly droll and 
move to humanities. You qualify as a chemical 
engineer and suddenly discover the pleasures of 
being a candy salesman! I have met numerous 
students over the years, who struggle and stum- 
ble in the initial years of career decision mak- 
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R background check - 2 


ing. Rearranging your choices is acceptable!” 

Parthive was annoyed. “At this point, we are 
looking at a man who joined F&F and certain 
acts of his are cause for concern. To examine the 
ethical quality of those acts, we need to examine 
his past. That's all.” 

Gautam said, "We may end up ascribing devi- 
ous meaning to simple acts of young adult inno- 
cence. For example, if you examine my bio-data 
you will not find that I failed my third year in 
B.Com. But it is mentioned that I passed my 4th 
year without any slur on my mark sheet. Am I 
someone who concealed information?" 

Dhir agreed and said, “The point that there 
can be suboptimal decisions in our formative 
years, which we don't want to share, is well 
made. Equally, he chose to talk about it to SCA? 
When it suited him and a job depended on it, he 
was most willing to reveal his dark secret!" 

“Not exactly,” Gautam said. “He only seems to 
have talked about having cleared the CAT ex- 
ams. My view is, that is how they chanced upon 
his one year at IIM. I think it is very orthodox to 
suggest that I cannot use the events of my life to 
market myself. If I did a CAT but did not put it 
to the use it was meant for, what is wrong if I 
used that to showcase how clever I am?” 

Parthive was reticent, “Then maybe you also 
have a justification for why he did not reveal his 
three months at SCA?” Gautam was silent for a 
brief second then said, “OK, lest you think I am 
protective of Sushant — what I am saying is, 
these are valid assortments of events in his life. 
He is not compelled to have a successful 
chronology of events. Even the three months he 
worked at SCA in the US — if it was a stint that 
did not work well for a person, is he allowed to 
silence it, would be the question. If he chooses to 
reveal only that, which he would like us to focus 
on, that is OK. People are known to highlight as- 
pects of their experience that suit the job they 
are applying for. Is that dishonesty? You have to 
tell me, because you are the line manager. Or a 
candidate who has had a 17-year career wherein 
five years were say in internal audit; in a crisis 
when the only job going is that of chief internal 
auditor, he will talk at length about his Internal 
Audit experience only. As I see it, heistelling me 
a focused story about the experience that he 
thinks is relevant for the position; thereafter, it is 
up to us to conduct our interview accordingly. 

"Consequently, I feel we should not look for a 
cunning plan behind everything." 

Parthive was annoyed, “For an HR man, you 
surprise me. We cannot be taking this kind ofan 
attitude and, therefore, I am not surprised that 
Sushant was wrongly chosen for F&F!” 

Dhir did not like this. "That was slightly un- 
called for, Parthive. I would imagine that each 
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of us takes the kind of risks that we are trained 
, for and mostly in our functions. Hence, I am 
willing to think that Gautam knows what fabric 
he is dealing with and how to work around it. To 
get back to business, I do feel it is time to have a 
chat with the young man.” 

Two days later, Sushant was called to Dhir's 
office where Gautam and Parthive were already 
present. Sushant looked a little perturbed by the 
assembly, even as Dhir began, ^We wish to talk to 
you about some facts and fears. Because we have 
hired you, it is only fair that we give you a fair 
chance to speak for yourself" And he went on to 
first tell him about the discrepancies that Digvi- 
jay Malik had alleged in the funds F&F sold for 
him, as well as in those sold for Kashi Vira. 

Sushant was agitated. *The prices at which I 
issued the sale order for all customers that week 
are available for audit. I am surprised they have 
made such an allegation," he said. Then Dhir 
went on to question him about his background. 
“For instance, Diamond Investments do not 
seem to share the warmth that one would ex- 
pect of someone who you cite as a reference." 

When Sushant heard that the feedback came 
from Vilas Sarathi, he was exceedingly upset. 
"How can you go and speak to a person who I 
have not given as a reference? What is the whole 
sanctity of a reference? What gave you that 
right?" he said now looking straight at Gautam 
Pandit. “Sarathi is an inefficient, incompetent, 
two bit, rotten person. He has a major bee in his 
bonnet about me and I will not trust him with 
even spelling my name right!” Gautam realised 
that was a wrong move they made and now the 
discussion would be tedious. 

Which it became as Sushant now got offen- 
sive, “And have you been sleuthing behind me? 
Because I got a call from my neighbours in Kol- 
hapur saying some people came asking about 
me... This is an infringement of my privacy!” 
Now Parthive interjected with, “As an organisa- 
tion, we have the right to enquire into your an- 
tecedents, Sushant. I think that prerogative al- 
ways remains ours. Especially since you tell us 
you are an MBA and we discover you are not! 
Or you tell us you were laid up in traction in 
Kolhapur and you were not; or you tell us your 
remuneration was Rs 20 lakh per annum when 
you know you added the variable bonus too!” 

Sushant said, “If you wanted to check me, 
that would be legitimate and fair, but should 
you not tell me? At the time of joining, you 
asked about reference checks and I gave you my 
consent, despite that you go and talk to a 
stranger! And now, Parthive holds up a report 
on me that includes information that is illegal, 
worse, comes from questionable sources!” 

Dhir could not take this anymore. He was still 
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unsure that Sushant had any malicious intent in 
misstating facts and whether he had even de- 
frauded the two clients. 

Sushant went on, “How is it that in a split 
minute the tables get turned, Parthive? Only 
yesterday I was a ‘good dog’ for bringing in Jewel 
Bank, and today I am all this? So tell me, did you 
take a background check waiver from me when I 
joined? You did not have permission to go into 
my background except the reference I provided, 
which you did ask, ‘may we check with your ref- 
erence?’ and I had said yes. I believe legally you 
could even do verification on what dates | 
worked where and as what. But asking some one 
about my behaviour in a past company, asking 
people their views about me... sorry, you had no 
right. Talking to my builder to verify what price I 
paid for the apartment, how many apartments | 
own, how much did I pay in black... were these 
not the questions you asked him? I will now 
speak to you through my lawyers.” 

Dhir was broken. “We are simple folks, why 
are we messing with cops and lawyers? What is 
going on,’ he groaned as Sushant left slamming 
the door behind him. 
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Doubt... 


THIS CASE WILL PERHAPS TOUCH A CORD IN MANY, IF 
not all, employers and make prospective candi- 
dates for jobs more careful about how they use 
or, rather, misuse credentials. Human experi- 
ences can perhaps be classified as falling under 
three broad heads: public, private and secret. In 
the public domain, experiences can be shared 
with a large group of people. In the private do- 
main, one chooses to share experiences with a 
closed group. In the secret domain, the experi- 
ences must be kept closely guarded, because 
they can bring on the sanctions of society. This 
case is about how a public document of one’s cre- 
dentials can mask a murky reality. It shows how 
the secret world of falsification can bring on 
sanctions that can invade the personal space. 


Two Basic Issues 

On reading the case, two issues stand out. First, 
on the basis of the feedback from some clients 
there is doubt about the means adopted by 
Sushant and, therefore, logically speaking, more 
investigation needs to be done to verify if there 
has been any dubious intent and content in the 
transactions. Second, can ethical violation at the 
workplace be anticipated at the time a candidate 
is recruited and how should one deal with it? 


Confused Approach 

The way events unfold, however, one can see a 
very confused approach on the part of CEO 
Neelkanth Dhir. The negative feedback from 
the client whose portfolio was being handled by 
Sushant sets in motion an approach best de- 
scribed in the words of Parthive, Sushant's boss, 
“To examine the ethical quality of those acts we 
need to examine his past including those por- 
tions he sought to hide.” Why should the ethical 
quality of the acts in the present be judged on 
the basis of track record? How about a detailed 
examination of those acts in the present itself? 
Should one not look at how the transaction took 
place with a fine toothcomb? Past experiences 
create the likelihood of actions, but cannot be 
construed as guilt itself. Unfortunately, this is 
how Dhir, HR head Gautam and Parthive ap- 
pear to be taking it. And when they confront 
Sushant in such a way that implies his track 
record is a confirmation of his wrongdoing, the 
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whole thing blows up in their face. Sushant goes 
on the offensive, leaving these top guys clearly 
shaken. 


An Alternate Approach 

What is missing here is the complete step-by- 
step investigation ofthe transaction that was felt 
to be dubious. Ifthere was clarity in what exactly 
took place between Sushant and the client via an 
internal inquiry, Sushant would have been 
nailed (or let off), and there would have been no 
space for a counter offensive on his part. If there 
is an ethical violation, a firm and stringent ac- 
tion is necessary. Violations involving either the 
law ofthe land or the organisation's own policies 
need to be faced and dealt with squarely. 

Quite apart from this, the CEO and others can 
raise issues of dealing with such propensities. 
They would need to ask — What approach do we 
have at present? How adequate is it? What fur- 
ther steps are needed to prevent hiring people 
with a dubious track record? 


Changing The Approach 

Perhaps, the issue of falsification of one's creden- 
tials is happening more and more. Or at least 
white collar crime is coming more to light. This 
kind of crime clearly has made companies think 
of prevention. Can assessment of people happen 
in such a way that one can weed out those of 
doubtful character? As white collar crime has 
increased significantly, there is no other option 
butto evaluate as closely as possible the accuracy 
of employees' statements about themselves. 
Some companies today take permission from 
candidates to carry out background checks to 
validate the contents of the resume. 

At Fund & Folio, no such detailed background 
check took place initially. Perhaps only refer- 
ences were asked for, as is the common practice. 
Simply interviewing these references is no 
longer adequate, since people take the liberty of 
falsifying their credentials. Furthermore, in the 
case of F&F, the background check occurred sev- 
eral months after Sushant joined the company 
and no permission was taken upfront for such a 
check. Under these conditions, candidates can 
understandably feel violated and their privacy 
invaded. If we operate, however, from a perspec- 
tive of respect for the person, then it is necessary 
to take permission for any proposed confirma- 
tion ofthe veracity ofthe candidate's credentials. 
If permission has not been taken, there can be a 
justified feeling of invasion of privacy, which can 
be held against a prospective employer. 

Thus, while in an ideal world we would take 
credentials at face value, in a world where falsi- 
fication is rampant, the organisation perforce 
needs to protect its own interests from misuse. 
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NEELKANTH DHIR IS IN A TRICKY SITUATION THERE 
is a definite cloud of suspicion hanging over 
Sushant, a star performer, but the situation is 
complex as there is nothing concrete to suggest 
intentional wrong-doing on his part from all 
the facts gathered. Besides, the meeting to dis- 
cuss this with him ends in a stalemate — in fact 
with him threatening legal action, and F&F not 
clear on the next step. So, let us first attempt to 
understand the current situation, look at the 
factors to be considered for the way forward 
and finally suggest actions to secure F&F. 


Risk Mitigation 
For F&F, a company in the business of manag- 
ing client investment, faith and credibility is an 
important driver for business success. Thus, 
risk mitigation arising out of an employee's ac- 
tion through the prevention and management 
of frauds is a critical element of business and or- 
ganisation design. Obviously F&F did not have 
in place policies and systems to support this. 
The gaps in the recruitment process are clearly 
seen — a thorough analysis of the resume was 
not done; it is not clear who is ultimately the de- 
cision maker for selecting employees (as can be 
seen from the interactions between the CEO, 
business head and HR head) and the back- 
ground check process has not worked. Further, 
a lack of direction and the adhoc manner in 
which the matter is being handled is a clear sign 
of F&F not having in place defined processes to 
deal with this type of scenario. In fact, given the 
fact that in Sushant's case, the suspicion 
emerged as a matter of chance, and that there 
are no mechanisms in place to detect malprac- 
tice, it will be a matter of worry for Dhir as to 
whether there are other such cases. 
Additionally, the CEO needs to factor in risk 
mitigation and prevention of fraud at every 
level. As the firm is part of a larger eco system, 
it would need to work with players in the 
eco system (police, lawyers and various other 
law enforcement agencies) to prevent, detect 
and punish frauds. By bringing in his personal 
preferences in discharging his role, Dhir is actu- 
ally inhibiting the process of fraud manage- 
ment. In fact, his reluctance to proactively ad- 
dress the matter and take it to a logical 


Analysis 





conclusion has provided a fertile ground for a 
situation to arise where there is suspicion on 
Sushant, but the organisation is in a flux on the 
next course of action. 

On one hand, there is the need to manage 
client perception about F&F. Dhir would also 
know that it is difficult to develop productive 
working relationships with an individual when 
there is a cloud of suspicion hanging over him. 
On the other hand, Dhir needs to take a fair de- 
cision. What decision will be considered fair 
based on information so far? Also, the legal 
framework — the rights and obligations of em- 
ployees and employers — has to be kept in mind 
while deciding anything. Further, Dhir would 
want to consider the message to other employ- 
ees in F&F : they need to see the decision as 
firm, but fair. 


Core Checks 

Through the current situation, there would 
emerge clarity for F&F on the actions that need 
to be taken for securing its interests. At a funda- 
mental level, F&F needs to build a culture of ac- 
countability with the focus on the three Ps: 

m Philosophy (The Corporate Values): Consid- 
ering the critical nature of its business and 
changes in the socio-economic context, to drive 
long-term sustainability while continuously 
mitigating risks and being fair to employees, 
F&F needs to clearly define its Philosophy — 
the Corporate Value Statement, with clarity on 
‘what is accepted and what is not’. 

m Processes: F&F should redesign and streng- 
then its processes; which will establish neces- 
sary checks and balances and have in place, 
ways to deal with such scenarios and actions 
to be taken. 

m Proactive approach: The mindset needs to 
evolve to prevent such cases, and if there is one, 
have ways and means to quickly deal with it. 

This would enable empowerment to be bal- 
anced by structural controls to facilitate robust 
decision making, thereby balancing the need 
for ‘individual space’ with ‘system discipline. 

So, what options does the CEO have in such 
a scenario. 

m Continue as before 

m Part ways with Sushant 

m Sideline, change or reduce his role 

m Give one more chance to Sushant with 
structural and system controls to monitor deci- 
sion making 

m Gather more information through a full- 
fledged investigation. 

Dhir would need to consider the impact of 
each ofthe options on the key factors to arrive at 
the final decision. 

All the best Mr Dhir! 
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NATURE TRAIL 





e easy 


GREEN, THAT LUSH COLOUR WITH SO MANY SHADES 
that its palette traverses from pale to neon, 
has also become a synonym for ecological 
awareness. Even as the world debates 
climate change and global warming, 
humankind is changing the way it sees and, 
even more importantly, does things. 
Nowhere is this more apparent than in the 
business of travel, which protects its own 
future by making sure not everything is 
smoky and grey out there. As the winter of 
financial discontent slowly winds its way 
towards a long, harsh summer, the world 
remains a place of incredible beauty, if only 
we knew where to look. We could begin 
right here. 

By Lalitha Sridhar 


4 SPRING IS IN THE AIR 


Pp upper j 4: " Stik E March has given way to April and cherry 
— «udi -— Ke. v A £ blossoms are blooming in Washington and 

Pdl om j waite Tokyo. A small, coral pink, scent-less flower, 
the cherry blossom is so delicate that it drifts 
down in gentle showers at the slightest breeze. 
Sakura (cherry) trees are dearly loved symbols 
of renewal in Japan. The nation watches and 
tracks the annual blooming every year, now 
with the help of the Japanese Meteorological 
Agency and media. The blossoming begins in 
Okinawa in January and then travels north as 
the weather warms up across the Japanese 
archipelago. Celebrating cherry blossoms is a 
national festival in another world capital, 
many thousands of miles away. In Washington, 
the ongoing National Cherry Blossom Festival 
is organising a host of events and features an 
official opening ceremony. Three thousand `e 
cherry trees were given as a gift by the then 
mayor of Tokyo, Yukio Ozaki, to the city of 
Washington in 1912. While the flowers blos- 
som over at least a fortnight, this year’s peak 
blooming period in Washington is slated for 
* 1-4 April, and in Tokyo from 27 March-6 April. 
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4m AN UNTOUCHED VALLEY 


Mawlynnong, set in the hills of Meghalaya, right next to the border with 
Bangladesh, was given the title of the cleanest village in Asia by an 
Indian travel magazine in 2005. It takes three scenic hours to travel the 
90 km from state capital Shillong to Mawlynnong, on winding roads 
that appear carved between soaring hills and deep ravines. The 
landscape flattens out near Mawlynnong, which mirrors the low-lying 
paddy fields of Bangladesh. After Shillong’s cold, it is warm and humid 
here. A walkabout the picturesque hamlet is the best way to see its little 
waterfalls and narrow lanes, gravel paths and trimmed hedges, wooden 
cottages, an abundance of bougainvillaeas, roses and orchids. and even 
a living root bridge. Every resident of Mawlynnong takes pride in her 
surroundings, and every street corner has a bamboo bin, used to collect 
bio-degradable waste that is composted into manure. “Our village is a 
hundred years old, and we have learnt to maintain cleanliness for 
generations,’ says Bah Deng, our guide in the village. 


‘Ww THE BEST JOB IN THE WORLD 


When the website for the best job in the world opened in January, it 
crashed when over 1.5 million visitors tried to apply on the first day. 
Australia's Islands of the Great Barrier Reef have to be the most imagi- 
native holiday spot in the world to have come up with such an irresis- 
tible offer. Here was a chance for anybody — no academic qualifications 
are required though swimming skills are a must — to earn $103,000 
(Rs 51.5 lakh) in six months living on Hamilton Island, the most 
beautiful of the Whitsunday Islands off the coast of Queensland. The 
caretaker of paradise' would have to, apart from demonstrating a love 
for adventuresome living, spend 12 hours a month (yup, a month) 
feeding turtles, blogging, taking pictures and picking up the island's 
mail. Eleven shortlisted candidates will be announced in early April and 
interviewed a month later. Unfortunately, only one person will qualify. 
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THE ISLAND WHERE TIME HAS STOPPED b 


Time has stopped at Bangaram Island, a tear- 


drop shaped atoll on the north-western tip of 


Lakshadweep and a CGH Earth resort where 
no ecological price is paid — there’s no AC, hot 
water or television but there are spectacular 
views to be had with some of the finest 
seafood. Americans David Finkelstein and 
Evelyn Letfuss came here some months before 
the resort opened in 1988, when Bangaram 
was far more difficult to reach. Rajeev Gandhi, 
then India’s Prime Minister, liked to slip away 
here for quiet vacations (his family still visits, 
as do celebrities such as Richard Gere, who 
particularly likes the diving). On that trip, 
Letfuss caught the first big-game fish to be 
taken on rod-and-reel in India, a 140-pound 
yellowfin, to find herself on Lakshadweeps 
official calendar in a picture that made its way 
around the world in a National Geographic 
publication. “Why has Bangaram remained 
unchanged? Because its founders stayed true 
to its principles: low volume and low-tech, 
plus interaction between visitors and locals,” 
says Finkelstein, who has regularly returned, 
most recently in January. 

With inputs from Indira Laisram 
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FIRST CARBON-NEUTRAL NATION 


Maldives, one of the most pristine places on earth, is 
also one of the most threatened by global warming. 
This beautiful cluster of low-lying islands fringed by 
splendid blue waters and white sands will not survive 
the rising sea levels of the coming decades — not unless 
something drastic is done to save them. Now, Maldives 
is set to be famous for another reason — the doughty 
little nation is adopting a radical carbon-neutrality 
plan drawn up by British climate change experts Chris 
Goodall and Mark Lynas. Costa Rica, Iceland, Norway, 
New Zealand and Monaco are also signatories to the 
UN-supported plan to become carbon neutral but none 
of them are poised to do so as quickly as Maldives, 
which has set itself a deadline of 10 years from now. All 
385,000 citizens of the tiny atoll are expected to 
participate and contribute to the initiative, which will 
rely heavily on alternative energy such as wind, solar 
and wave power. Investments in wind turbines and 
solar panels will be paid for with the nations savings on 
oil imports. Although the 500,000 tourists who fly into 
Maldives every year pump more aviation fuel into the 
atmosphere, the island will offset that by buying and 
destroying EU carbon credits. As the Indian Ocean 
nation’s President, Mohamed Nasheed, wrote in a 
statement published in a leading British daily in mid- 
March, “Going green might cost a lot, but refusing to 
act now will cost us the earth.” 
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| am reading The Stuff of 
Thought by STEVEN 
PINKER. It is the last of a 
trilogy where the author 
explores the connection 
between language and 
mind. Pinker has 
established the link 
between our thinking and 
our language very well. | 
would recommend The 
Code Book and Fermat's 
Last Theorem by Simon 
Singh, and also books 
by Ram Charan. 
Unleashing Excellence 
by Dennis Snow and 

Teri Yanovitch, and 

The Ultimate Question 

by Fred Reichheld are 
also interesting. 


by m. rajendran 


THE RACE FOR PERFECT INSIDE THE 
QUEST TO DESIGN THE ULTIMATE PORTABLE 
COMPUTER; BY STEVE HAMM; PUBLISHER: 
MCGRAW-HILL; PAGES: 312; PRICE: $27.95 


THOSE OF US WHO ATTENDED PRIMARY AND MID- 
dle school in the 1970s in rural India, particu- 
larly in the north, would remember using 
takhti, a wooden tablet with a small handle to 
hold it from the top. On it students would write 
with black ink made from charcoal using a cane 
pen, the tip sharpened by a knife. 

It was balanced on the lap to write and read. 
And outside the classroom, it also doubled as a 
cricket bat. Though it did not weigh more than 
200 gm, to carry it back and forth — from home 
and school — was a challenge. 

A similar challenge persists for many who use 
laptops today. To carry a computer on your back 
pocket was dream for many, for several years. 
Watching a damsel sashaying with a Sony Vaio 
P tucked in her back pocket should have 
fulfilled that dream. Not really. 

Engineers and software programmers at 
various research and development units of 
many computer manufacturing firms are still 
slugging it out to develop the ultimate portable 
computer. Senior writer at BusinessWeek and 
author of Bangalore Tiger (2007) Steve Hamm 
takes you through the making of a portable 
computer in THE RACE FOR PERFECT, a 
40-year journey that will continue even after 
you have read this book. 

Hamm describes this strong, compelling 
force among the companies, designers, entre- 
preneurs and engineers to develop a computer 
that is truly portable. 

The author's detailing of the almost fanatical 
approach in designing the ThinkPad X300 by a 





STEVE HAMM, a senior writer at BusinessWeek, 
writes about globalisation, innovation and 
leadership, and has produced more than two- 
dozen cover stories on topics ranging from 
internet wunderkind Marc Andreessen to the 
challenges facing India. His previous book, 
Bangalore Tiger — about the rise of the Indian 
tech industry — was published in 2006. 


Message In 
An Envelope 


team at Lenovo indicates he had access to the 
whole office, each room and every individual in 
that company: *Peter Hortensius, the senior 
vice-president in charge of the laptop business, 
stormed through the cubicles on the fourth 
floor of the office shouting to his secretary, 
‘Phyllis! Get one of those interoffice mail en- 
velopes ...Hortensius hoisted a slim black note- 
book computer, the ThinkPad X300, off his 
desk and slipped it into the envelope. Then he 
shouted: 'It fits! It fits" ...in San Francisco that 
morning Jobs (Steve Jobs, CEO of Apple Inc.) 
had revealed McBook Air, which he proudly 
labelled ‘the thinnest notebook.” 

It appears as if Hamm had special permission 
to be there and watch as X300 happened. He 
almost admits as much. The author uses such 
dramatic scenes all through the book to project 
the competition among the companies in the 
race to develop the product that would attract 
both corporate executive and students. 

Hamm has highlighted efforts taken (and not 
taken) by the companies to build the brand, 
which is as critical as designing the laptop. 
“Branding is not something you invent. It is 
something you uncover,’ Deepak Advani, chief 
marketing officer at Lenovo, tells the author. 
The story of the sweat and toil that went into 
Lenovo bagging the design for the Beijing 
Olympic torch, the challenge for public relation 
managers to keep the product secret from blog- 
gers, and how an unintended leak helped in 
marketing the X300 is engrossing. 

HP's acquisition of Compaq, Lenovo's 
takeover of IBM, the fight to gain supremacy in 
the laptop and personal computer market 
among Dell, HP, Apple, and the Japanese and 
Korean makers — the book captures it all. It is a 
roller coaster ride through the marketing fail- 
ure and successes of Xerox 
and Apple, the Chinese busi- 
ness environment for infor- 
mation technology products 
and the efficiency of inter- 
personal skills shown by 
people to acquire major 
players in the personal com- 
puter business. 
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Hamm also tells you in his inimitable style 
j about the confusion created by the small hand- 
à held device or mobile internet devices such as 
- *the BlackBerry from Research In Motion and 
the iPhone from Apple, which were projected as 
alternatives to portable computers. 

Having maintained a vice-like grip on the 
subject, Hamm loosens the plot in the last three 
chapters and lets you wander into the news 
reports that does not tell you anything new or 
interesting. The author not only meanders aim- 


lessly, but also fails to take the debate to any 


logical conclusion. 

But that should not take any credit away from 
Hamm for a well-researched and extensively 
interviewed book. It is a collector's item for 
those who are passionate about innovation and 
marketing. The author's ability to convince and 
secure uninhibited responses from the people 
interviewed is remarkable. The book provides 
intricate details ofthe challenge that companies 
face in designing, developing and marketing a 
product. Excellent index and crisp chapters 
provide the necessary strength to this book. 


SELECTION 1 








Sunny 
Side Up 


SMG A BIOGRAPHY OF SUNIL 
MAHONHAR GAVASKAR; BY 
DEVENDRA PRABHUDESAI; 
PUBLISHER: RUPA & CO; 
PAGES: 573; PRICE: Rs 395 


HE ALMOST MISSED BEING SUNIL MANOHAR GAV- 
- askar at birth. But for the eye for detail of an 
uncle, he would have ended up catching fish in- 
stead of scoring runs. The hospital where Gavas- 
kar was born had mistakenly swapped day-old 
babies between his mother and a fishwoman, 
but a watchful uncle ensured that the *switched 
at birth" story had a prompt happy ending. 

That is just one ofthe lesser-known anecdotes 
from Gavaskar' life offered by Devendra Prab- 
hudesai. Clearly, a lot of research has gone into 
the book, particularly about Gavaskar's growing 
up years. You learn that his mother ensured the 
boy did not waste his birth in a cricketing family 
and bowled long spells at him in the narrow ve- 
randah oftheir house for him to perfect his most 
productive shot — the straight drive. 

This book is a treat for Gavaskar fans. They 
can relive his glorious battles with the world's 
feared fast bowlers in an era when they could 
bowl as many bouncers as they liked, and hel- 
mets were still not the standard gear. In fact, this 


biography can also serve as a history of Indian 
cricket of the 1970s and the 1980s — with its 
cricket politics and selection controversies — 
albeit from a Mumbaikar's point of view. Even 
those who found Gavaskar's courage selfish 
and his safety-first batting tiresome can find 
explanations about the gifted cricketer's often 
negative approach to the game. 

On the downside, the picture selection and 
reproduction could have been better. Still, that 
does not take away any charm from the book, 
especially for those who followed cricket closely 
in those transformative days of Indian cricket. 

—Feroz Ahmed 


SELECTION 2 
A Mark 
Of History 


WHENEVER AN AUTHOR WEAVES 
a novel around historic events 
such as the Nagasaki bomb- 
ing, Partition and 9/11, you 
would expect two things. 
One, a poignant tale of love in 
times of strife and conflict; and two, the magni- 
tude ofthese events is so overpowering that you 
almost forget the real story. BURNT SHAD- 
OWS (Bloomsbury) does live up to the first ex- 
pectation, but Pakistani novelist Kamila Sham- 
sie ensures the magnitude of conflicts does not 
eclipse this multi-cultural saga. 

The book begins with Hiroko losing her 
fiancé Konrad Weiss to the Nagasaki bombings. 
Picking up the pieces of her life (along with 
bird-shaped burns on her back), she travels to 
Delhi, and meets Konrad's relatives James and 
Elizabeth Burton. She also encounters Sajjad, 
the servant who doubles as her Urdu teacher. 

The year is 1947, and the Partition forces 
Sajjad to migrate. The Hiroko-Sajjad saga trav- 
els to Istanbul and culminates in Karachi where 
their son, Raza, is born and drawn to the 
Afghan Mujahideen. Meanwhile, unable to 
bear the India-Pakistan arms race, Hiroko 
moves to the US — the same country responsi- 
ble for shedding *white light" in Nagasaki. And 
just when Hiroko thought all would be well, the 
9/11 attacks makes Kim, the Burtons' daughter, 
suspicious of Muslims. 

Shamsie’s book, peppered with Urdu poetry 
and pre-Partition Old Delhi references, will be 
a permanent fixture on bookshelves. Burnt 
Shadows is a compelling read; one that makes 
you think about religion, ethnicity and their 
roles in times of conflict. 





—Aayush Soni 
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ALERT 


FOOD, INC. How 
INDUSTRIAL FOOD IS 
MAKING US SICKER, 
FATTER AND POORER 
— AND WHAT YOU 
CAN DO ABOUT IT 
EDITED BY 

KARL WEBER 

PUBLIC AFFAIRS 

If the only aspect that 
gets you thinking about 
the food on your plate is 
its taste, Food Inc.'s 
unpalatable truths about 
the business of food 
production and 
distribution is likely to 
render an appetite loss. 
Touted as an extremely 
socially conscious 
exposé, the documentary 
(of which the book is an 
adaptation) investigates 
the under bury of the 
US's corporate- 
controlled, profit-minded 
food industry that 
compromises the health 
of its consumers, 
livelihood of farmers and 
adherence to hygiene 
standards. Fortified by 
expert judgements, the 
book also analyses the 
increasing epidemics that 
plague the US. 
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Slump In Other Climes 





Though there 
have been deep 
differences in 
the course of 
the three major 
economies till 
now, their 
cycles are 
getting 
synchronised 


THREE MONTHS AGO, INDIA WAS STILL IN DENIAL; 
slumps occurred in other countries, not in the 
home of Slumdog Millionaire. The news was all 
about which bank had closed and which one 
rescued in America. Since then, the news of job 
losses in India has become inescapable, and is 
filling the media. It is worth casting an eye else- 
where, and seeing how the slump is 
progressing in other countries. 

In the US, 4.4 million people have 
lost jobs since December 2007 when 
the current downturn is now offi- 
cially estimated to have begun. Un- 
employment reached 11.9 million or 
8.1 per cent of the labour force in 
February this year — higher than at 
any time since 1983. Since 1983, the 
US economy has had two 10-year 
cycles; it had booms peaking in 1990 
and 2000, followed by downturns 
which lasted about three years each. 
The downturn of 2003 ended as 
scheduled, and unemployment 
started falling. In 2007, it reached 
the lowest level since 1980. But then, 
something happened in 2008, and 
unemployment started climbing 
again; the upturn was truncated. What is dis- 
tinctive about this downturn is, how fast people 
have been retrenched. 

The above figures only include people who 
are actively looking for work. But as happens in 
severe downturns, there are people who have 
stopped looking for jobs because they cannot 
get them. If they are included, unemployment 
goes up to 9.3 per cent — 3.6 per cent higher 
than in 2007. 

Those are the unlucky ones. Then there are 
people who are working part-time because they 
cannot get full-time work. If they are included, 


BLOOMBERG 


‘the proportion of people looking for work goes 


up to 14.8 per cent — 6.1 per cent higher than in 
2007. The proportion of people who have been 
out of job for more than 15 weeks has almost 
doubled since 2000 to 40 per cent of the unem- 
ployed. At any time, a certain proportion of un- 
employment consists of people moving from 
one job to another; that proportion has fallen, 
and the proportion of people who just cannot 
get jobs has gone up. 

Europe has always had higher chronic unem- 
ployment than the US; in January 2008, there 
were 16.2 million unemployed in the 27 coun- 


tries that will eventually be members of the EU 
against 7.5 million in the US. The Americans as- 
sociate Europe's higher unemployment with the 
fact that European countries give the unem- 
ployed a pretty decent dole; that makes some 
people prefer to be unemployed. Many young 
people in particular prefer hanging around, go- 
ing to pubs and doing nothing to looking for a 
job; in the US they cannot afford to do that be- 
cause the dole is much less generous and is cut 
off after six months. The Europeans think the 
Americans are heartless and let their poor 
starve; the Americans think the Europeans pay 
their people to stay unemployed. Anyway, Eu- 

rope has been less affected; unemployment in^ 
the 27 countries of the eventual European 
Union went up from 16.2 to 18.4 million — from 
6.8 to 7.6 per cent — by the end of 2008. Thus 
the US started 2008 with a lower rate of unem- 
ployment than the EU, but ended with a higher 
rate. Unemployment in Japan went up from 2.6 
to 3 million — 4.4 per cent — in the same period. 

Thus, unemployment has risen fastest in the 
US, more slowly in EU and most slowly in 
Japan. These differences show no connection 
with production; employment has fallen earlier 
and faster than production. Year-on-year, quar- 
terly GDP was higher right till the third quarter 
of 2008 in both the EU and the US; it was only 
in the last quarter that GDP in both fell below 
what it was a year before. In Japan, it went be- 
low the previous year's level in the third quarter, 
and was 4.4 per cent below it in the last quarter 
— much more than the fall in employment. 

The European economy follows a different cy- 
cle; it does not have the three-year cycle that the 
US exhibits within the 10-year trade cycle. It had 
almost uninterrupted industrial growth from 
1993 till 2007, which has now been broken. In- 
dustrial output in the 27 countries of the Euro- 
pean Union (EU27) fell 10.2 per cent between 
January and December 2008. Only four of the 
30 major industries increased their output in 
the 12 months to November — mining, apparel, 
energy, and *other transport equipment". Out- 
put of motor vehicles, the biggest component of 
transport equipment, fell 21 per cent. , 

Although all the three major economic pow- 
ers — the US, the EU and Japan — march to dif- 
ferent tunes, all the three economies deceler- 
ated in 2008, and production of all three 
declined in the last quarter of 2008. That 
presages a coordinated, global slump. 
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Editor's Letter 





r Biyani's Businessworl 


Predicament 


THERE ARE PLENTY OF 
scary statistics show- 
ing how organised 
retail has been one of 
the worst-hit sectors 
in the current slow- 
down. But you don't 
need to go through 
those numbers to get 
a feel of how badly 
India's retail pio- 
neers have been hit. 
Just go to any mall on 
a weekend. The park- 
ing lots are often half empty. In- 
side, the number of people stro- 
lling around are half of what they 
used to be only six months ago. You 
can actually find tables even during 
peak hours at the food courts. 

But the biggest indicator of the 
gloom and doom is the dramatic 
drop in the number and size of 
shopping bags you see these days in 
the hands of the shoppers. Six 
months ago, you would move out of 
the way to make space for a lady 
struggling with a couple of giant 
Big Bazaar packages or a gentle- 
man staggering under the load of 
his shopping spree in the electron- 
ics supermart. Today, you find peo- 
ple window shopping a lot more. 
There are discounts being offered 
at most shops, but few people seem 
interested in taking them up. 

All that is bad news for Kishore 
Biyani, the country’s most maver- 
ick as well as most aggressive retail 
player. Biyani has taken the biggest 





bet on the retail sec- 
tor — bigger than any 
player so far. He is 
twice the size of his 
nearest competitor. 
But to get there, he 
has borrowed mas- 
sively. He has a huge 
debt burden on his 
balance sheet. 

That would not 
have been a problem 
if the good times had 
continued to roll, 
points out Senior Correspondent 
Vishal Krishna, who has written 
the cover story this week. The 
problem facing Biyani is that the 
retail sector has unravelled sud- 
denly. There are three issues facing 
retailers today. One, the number of 
footfalls have fallen dramatically — 
which means less customers are 
going shopping. Two, the conver- 
sion rates have dropped as well. 
This means even the people turn- 
ing up are shopping less. Finally, a 
lot ofthe customers still buying are 
“downtrading” — that is, they are 
going in for cheaper options. This 
typically means that margins are 
under pressure. 

In a booming market, the leader 
invariably walks away with a dis- 
proportionate share ofthe gains. In 
a slowdown, the leader also tends 
to bear the biggest burden, espe- 
cially in a market that has not ma- 
tured fully. And that is really the 
problem facing India's Mr Retail. 
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Good Analysis 

The story on Satyam acquisition (‘Into The 
Final Lap’, BW, 6 April 2009) was a good 
effort to analyse the current status of the 
Satyam drama. It would be interesting to see 
how companies go ahead with their internal 
controls, strategy and management decision, 
which requires approval of shareholders and 
the board of directors. I think the media 
should not jump to conclusions until the 
actual results are out. 

KPMG and other agencies may take some 
time to discover the actual extent of the fraud 
and the damage it has done. The interesting 
factor is that despite strict provisions of 
several statutes, misrepresentation are so 
easily possible. We need to blame the 
administration and the people involved. And, 
if found guilty, severe punishment should be 
meted out to set a precedence. 

Shankar M.S., Bangalore 
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Internet's Flip Side 


Your story on malware (‘The Dangerous Web, BW, 13 April 
2009) was an eye opener. I scanned my computer right 
after reading the story, something I was putting off for a 
long time. But the Indian authorities still do not consider 
cyber threat a serious matter. The government should 
amend the current IT Act to safeguard confidential data of 
companies and individuals. The absence of effective cyber 
laws will obstruct e-commerce growth in the country, 
especially in sectors such as banking and IT. 

Also, the punishments for cyber crimes need to be made 
stricter. However, just tweaking the law will not suffice. 
Users need to be made more aware about cyber crimes and 
the government can play a major role in that — awareness 
programmes can be introduced in schools and colleges. 


Raghav Sharma, Jaipur 


Who's Responsible? 
In the letter from the editor (‘Unfinished 
Business’, BW, 6 April 2009) you wrote: "And 
even if he gets a light jail term despite all that, 
he — and his immediate family — will have to 
live with the opprobrium of the scandal for the 
rest of his and their lives.” There might not be 
any involvement of Ramalinga Raju's 
immediate family members in what Raju and 
his business associates conspired. Why should 
they be living in disgrace? 

Jonney Rai, on email 


Wrong Spelling 
I read Ashok V. Desai's column with interest 
(‘Agenda For Action’, BW, 6 April 2009). I am 
in accord with its thrust and major premise — 
risk is the heart of capitalism; instruments 
that help clarify risk, not obscure it, need to be 
focused on, and that global governance is in a 
shambles. I would like to point out a spelling 
error. He refers to the ‘bail out’ as ‘bale out. To 
inject facetiousness into the remark, I thought 
it’s cotton when I read it. 

Wajahat Qazi, Mumbai 
Oxford Dictionary gives ‘bale’ as equivalent 
to ‘bail: The Free Dictionary says: “To bale 
out is to exit an airborne aircraft while 
wearing a parachute (presumably from the 
resemblance of a backpack parachute to a hay 
bale). Also spelled bail (as in exiting an 
untenable situation.)" 


Letters may have been edited for brevity. 
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have other cars looking badly out of shape. 
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Though rapid expansion has 
kept Pantaloon ahead, the 
slowdown is making things 
difficult for the retail giant. 


ON POINT 
12 From Black To White 


Tax havens such as Switzerland may have 
to become more transparent. 


13 High Cost 


DTH players, in a hurry to expand cus- 
tomer base, are incurring heavy losses. 


14 CRISIS LOG 


The good, the bad and the ugly aspects of 
the global financial crisis. 


IN THE NEWS 


18 Total Control 
After a long battle, the Wadias have finally 
wrested control over Britannia. 





19 Advantage India 
A comparison of India's CSFA report and 
the G20 proposals throws up curious facts. 


20 Quest For Truth 
The CBI has filed a chargesheet in the Sat- 
yam case, but will it answer the questions? 





SATHEESH NAIR 


22 Global Dynamics 
Only continued interest of foreign investors 
can sustain the rally in the stockmarket. 


| 25 Important Deal 
(by f grue SUE March saw fund tie-ups worth Rs 9,000 
(Surinder Singh à ; ‘ 
crore in three infrastructure projects. 
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Siemens hearing instruments adapt as the children who wear them grow. 


Siemens Explorer™ helps children with impaired hearing to discover the world of sounds. Whether it's the whispering of the 
woods, a noisy playground, or a chat on the cell phone, this hearing system adapts to every situation so that children can 
hear more — and understand more. 
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There are indications that owners of Ran- 
baxy are interested in Wockhardt Hospitals. 
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Sugar prices could increase this summer if 
import duty is lowered. 
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Liquidity will be more than abundant till 
mid-May, but is not likely to last. 


IN DEPTH 
38 Trial And Error 


India's first clinical drug trial audit is yet 
to find a logical conclusion. 
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INSTITUTE OF MANAGEMENT TECHNOLOGY 





Lead the Future 


. WE HAD THE COURAGE 
TO ENVISION THE FUTURE. 
ARE YOU READY TO TAKE 

IT FORWARD? 





JOIN IMT AS A DIRECTOR AND LEAD 


THE ONES WHO WILL LEAD THE FUTURE. 


With over two decades in management 
education, IMT ranks amongst Top 10 
B-schools in India. The journey that 
started with IMT - Ghaziabad 29 years 
ago and touched Nagpur in 2004, is 
poised to touch Hyderabad very soon. 
IMT is also creating ripples in the 
international arena of management 
education with its state-of-the-art campus 
in Dubai. 


To carry forward our mission of 
management education par excellence, 
IMT is looking for brilliant leaders for the 
positions of : 


CONTACT 

Dr Anwar Ali, Director 

Institute of Management Technology 
Raj Nagar, Ghaziabad- 201 001, India 





Ghaziabad ! Nagpur | Dubai | CDL | Hyderabad (session starting from 2010) 





DIRECTOR, IMT-NAGPUR 
DIRECTOR, IMT-HYDERABAD 


IMT’s vision demands candidates with 
exceptional academic credentials and 
association with premier institutions 

either as a student or faculty. At least 

10 years of teaching experience and a track 
record of leadership and institution building 
are a must. Additionally, 5 years of experience 
in industry/banking will be desirable. The 
candidate should be not more than 55 years 
of age. Applications are also invited for Senior 
Faculty Positions at IMT - Dubai. 


Interested candidates, meeting the 
requirements, are requested to apply with 
detailed resume within 15 days. 


Phone: 491-120-3002200, Fax: --91-120-3002300 


E.mail: aaliGimt.edu, Website: www.imt.edu 








GLOBAL ECONOMY 


From Black To Green 


Tax havens 
may not have 
a choice but 
to become 
more 
transparent 


THE SWISS TWIST: 
Switzerland remains 
in OECD's grey list 
of tax havens 
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AFTER THE GROUP OF 
Twenty meetings in 
London in early April, 
the Organisation for 
Economic Cooperat- 
ion and Development 
(OECD) used white- 
out on its blacklist of 
uncooperative tax ha- 
vens made up of four 
countries: the Philip- 
pines, Malaysia, Costa 
Rica and Uruguay. 
But the OECD — 
which is made up of 
mostly Europeah 
countries — also 
maintains a 'grey' list, 
which includes its 
founding member 
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Switzerland among a 
host of small island 
economies that are 
tax havens. Predicta- 
bly, Switzerland pro- 
tested bitterly. 
According to the 
OECD, these tax 
havens — zero-tax ju- 
risdictions that have 
no transparency and 
refuse to provide in- 
formation to foreign 
tax authorities — let 
individuals and com- 
panies avoid the tax 
obligations of their 
home countries, 
depriving those gov- 
ernments of revenue 
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that could go to build- 
ing schools, hospitals 
and other public serv- 
ices. But it is the size 
of ‘lost’ revenues that 
is startling: estimates 
put the value of assets 
held in tax havens 
between $1.7 trillion 
and $11.5 trillion. 

In 1996, the OECD 
began work on off- 
shore tax evasion 
through its Forum on 
Harmful Tax Practi- 
ces. In recent years, 
the work has focused 
mostly on putting to- 
gether an internatio- 
nal tax standard and a 
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model agreement on 
exchange of informa- 
tion on tax matters. 
Implementing the 
model agreement 
would supersede 
bank secrecy laws, 
which financial cen- 
tres hold very dear. 
The reason why fi- 
nancial centres boo- 
med in the first place 
was the very high tax- 
ation regimes in sev- 
eral OECD countries, 
mainly European. 
Money can now go 
back to being green, 
instead of black. 


Srikanth Srinivas 


billion dollars. The additional aid sought by Pakistan from the US to fight al-Qaida and the Taliban. 
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DIRECT-TO-HOME 


Pros nr 


DTH players 
are ramping 
up their 
customer 
base, but at a 
heavy cost 


WAR SANS LOGIC: 
Sun Direct offers the 
cheapest package at 

Rs 99 per month 


TWITTER'S TRAFFIC 


"I am deeply dissatisfied with the 


degree of knowledge that the US has on Taliban." 


Cons 


SUN DIRECT, THE DIR- 
ect-to-home (DTH) 
platform owned by 
Sun TV's Maran fam- 
ily and Astro of Ma- 
laysia, is celebrating 
notching up 3 million 
subscribers in 18 
months. However, ac- 
cording to Sun Direct 
COO Tony D'Silva, the 


A surge in Twitter's popularity is attracting the 
attention of big business, which sees the online 
messaging service as a potential vehicle for 
advertising and marketing. 





Unique US visitors to Twitter 
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Bloomberg 


acquisition of such a 
large subscriber base 
has put the firm in the 
red by Rs 450 crore. 
Likewise, DTH major 
Dish TV with 6 mill- 
ion subscribers posted 
a net loss of Rs 414 
crore for FY2008. 
Competition for su- 
bscribers has pushed 
DTH operators to of- 
fer subsidised packa- 
ges. Sun Direct's che- 
apest package costs 
just Rs 99 a month 





PATENTS 


WHERE THE BUCK STOPS. 


SATHEESH NAIR 


with no charge for 
hardware. On the 
other hand, market- 
ing and promotion 
costs are high. 

Jawahar Goel, head 
of business at Dish 
TV, says his company 
spends Rs 2,500 for 
getting each subscri- 
ber on board, while 
for TataSky the figure 
is Rs 3,000. For late 
entrants such as Sun 
Direct, the costs are 
about Rs 4,000 per 
subscriber. 

The fight for subs- 
cribers is without any 
consideration for pro- 
fits. The focus seems 
to be on getting a hi- 
gher valuation, which 
these companies hope 
will translate into a 
better price for equity. 
However, in the cur- 
rent downturn, many 
ofthese projections 
may go awry. 

Gurbir Singh 





Thailand's pain: 
Thailand is on the 
boil, again. In a 
fresh bid to force 
Prime Minister 
Abhisit Vejjajiva 
out of office, sup- 
porters of former 
prime minister 
Thaksin Shinawa- 
tra — who was de- 
posed in a 2006 
coup — have ta- 
ken to the streets 
of Bangkok. The 
fresh protests also 
threaten to mar a 
summit of 16 
Asian leaders on 
10 April in the 
coastal resort of 
Pattaya. 


THERE SEEMS LITTLE GROUND FOR Delhi-based Lall Lahiri & Salho- 
multinational companies’ (MNC) tra. One reason for delays could 
plea to disallow pre-grant opposi- be the inability of the Intellectual 
tion to patents in India. MNCs Property Appellate Board (IPAB) 
have long argued that the pre- to resolve patent disputes. 
grant opposition system — that The IPAB was set up in 2006 - 
allows parties to oppose the inte- to offer a platform to appeal 
llectual property claims made by decisions by the patent office. 
an innovator before the patent is Until then, companies had no 
granted — delays patent grants. option but to go to the high 
While companies have filed court. However, instead of 
35,218 patent applications in accepting the IPAB's verdict as 
2008-09 alone, only 150 pre- - final, companies are now going 
grant oppositions have been filed ^ back to the high court, delaying - 
ever since India adopted its new proceedings further. 


patent regime in 2005, says 
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Crisis Log 





The Gulf slips into recession. RBS cuts another 9,000 jobs. Exports dip 


Recession Hits The Gulf 


THE OIL-RICH PERSIAN GULF IS SLOWLY SLIPPING 
into a mild recession as the global economic 
downturn drives down consumption in the 
region, says the National Bank of Kuwait in its 
latest report, released on 2 April. According to 
the report, governments in the Gulf region will 
need to use expansionary fiscal policies to deal 
with the imminent slump. However, the 
Kuwaiti bank maintains that any recession in 
the region will be mild as the accumulated 
surpluses from years of high oil prices will help 
the Gulf countries offset the slump. Also, the 
region's oil exports could turn the projected 
deficits into surpluses when oil prices improve. 


STIMULUS TRACKER BENT ATE TUUM 


The unemployment rate in Europe increased more than 


- 
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THE JOB 






MARKET Japan's stimulus drill: Japan has announced its expected in February, rising to 8.5 per cent — the highest 
biggest ever stimulus package, worth about 15.4 since May 2006 
trillion yen ($154.4 billion or Rs 7,71,409 crore). Euro-zone jobless rate ! 
The International Monetary Fund (IMF) had set a amd D X Ve E. 


dues target of 2 per cent of GDP for global policymakers 
AN 317-748-2850 1 when creating stimulus measures for 2009 and 
§ 2010. Tokyo's new plan takes the total stimulus to 
about 3 per cent of GDP. 





Trillion-dollar baby: Leaders of the Group of Py 
Twenty (G20) nations have committed an emerge- ES m | 
ncy aid of $1.1 trillion to cushion the world from Feb. 1999 Feb. 2009 
the economic fallout. This is by increasing funds to Poner EA Bicoribérg 
the IMF and other international institutions. 
5 million US jobs 
have been lost. GLOBAL WATCH INDIA IMPACT 
3 ardeii Deficit crisis: Ireland has unveiled an Losing sheen: As global demand for merchandise 
(RBS) is shedding | emergency budget to deal with its shrinking dipped, India's exports are estimated to have 
another 9,000 economy and a €3.7-billion (Rs 24,447- contracted by 14-20 per cent in March compared 
jobs, in addition to crore) budget deficit. The budget includes to last year's exports. This is the sixth consecutive 
the 2,700 job cuts creation of a bad bank to buy out toxic loans, dip in merchandise exports. According to Comme- 
announced previo- higher taxes and lower government spending. rce Secretary G.K. Pillai, exports would be about 
usly. This is part of Cause and effect: Dermot Mannion, the CEO $12-14 billion in March. In February, too, India's 
the bank's plan to _ of Ireland-based Aer Lingus, has resigned after exports had plunged 21.7 per cent, the steepest 
cut costs by $3.7 . the airline posted a loss of €108 million annual fall in about 15 years. 
billion over the — ($146 million or Rs 731 crore) for 2008. The bigger picture: The global financial crisis is 
next three years. — East Asia slows down: The economic growth taking a toll on the health of the workforce in 
‘in East Asia will fall from 6.7 per cent to 5.3 India, says industry body Assocham in its report 
per cent in 2009, according to a revised Corporate Workforce: Chronic and Lifestyle 
forecast by the World Bank. Disease. Employees in the financial and IT sectors 


are the worst-hit, it says. 


The percentage fall in farm income in the US this year, according to USDA. 
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Distress In 
Gujarat 


by ashok v. desai 


THE DIAMOND-CUTTING INDUSTRY FLOURISHED 
in the undergrowth of the socialist economy. 
The government-controlled establishments 
employing more than a certain number of 
workers, and made it impossible to dismiss 
, workers; the diamond industry consists en- 
tirely of smaller establishments, and em- 
ploys only *casual" workers, however long 
they may have been in their jobs. The capital 
market was controlled; the gem-cutting 
industry, bar a couple of firms, stayed en- 
tirely away from the capital market, and got 
its funds from promoters, friends, relatives 
and accumulated profits. Domestic markets 





Over a half of 


Comment 





that survived. What is striking is that clo- 
sures and unemployment are heavier in 
Saurashtra than in Gujarat — as against an 
average 50 per cent in Gujarat, the propor- 
tion of dismissed workers is roughly 80 per 
cent in Saurashtra. The reason is not clear, 
for Saurashtra units were not more special- 
ized in the cutting of large gems. 

The exporters are concentrated in Surat. 
They dealt with larger firms of gem cutters. 
Those firms knew many people who had 
once worked in them, and turned them into 
offsite workers: these workers would take a 
packet of gems, go home, do the cutting and 
bring them back. These outworkers are 
spread over Gujarat and Saurashtra. As de- 
mand contracted, the outsourcer firms seem 
to have cut down the work they gave to out- 
workers in the more remote districts, and 
concentrated the work closer by, thereby re- 
ducing the turnaround time and working 
capital requirements. 

The task force proposes a typically bu- 
reaucratic solution. The Gujarat labour de- 





were controlled; the industry tapped foreign th k partment should ask “registered” firms for 
markets. It started by smuggling the uncut : OC Workers names and addresses of their dismissed 
gems it needed. It was only later that the gov- in the gem- workers. Since most are not registered, the 


ernment, seeing the industry’s exchange 
earning potential, made it easy for the indus- 
try to import gems. 


cutting 
industry 


department should ask the dismissed work- 
ers to register themselves with it. 
Then it should make sure they are genuine 


Now the industry is in trouble. Its ultimate have lost gem-cutters, really unemployed. They 
clients, the rich women of America and M UAE should be divided into four classes by skill 
Japan, are feeling poor, and are no longer their jobs -PR level. Skilled workers should be given loans 
buying so many earrings. It is dismissing more in by banks to start businesses; unskilled work- 


workers by the thousands. The Gujarat gov- 
ernment is scared. Being Gujarati, it spent 
no money of its own to help the industry; in- 
stead, it asked the Reserve Bank to help out. 
The Reserve Bank formed a task force consisting of its own 
civil servants and of local bankmen. 

As the task force brings out, 414,000 of the 711,000 work- 
ers have already lost their jobs. Contrary to general impres- 
sion, the industry is not confined to Surat; it is spread out in 
villages of Gujarat and Saurashtra. Of the 711,000 workers, 
400,000 were in Surat. Another 100,000 were in Ahmed- 
abad, and 32,000 in other districts of Gujarat. But a surpris- 
ing 179,000 were across the Gulf of Cambay in Saurashtra. 

The fall in demand is due more to a fall in international 
than in domestic demand. This has two implications. First, 
the decline is greater in the demand for the cutting of large 
gems than of little ones that Indian women wear in their 
noses. And second, establishments that specialized in cut- 
ting larger gems have suffered more. 

The units that closed down were smaller ones in most dis- 
tricts; in Mehsana and Rajkot they were larger than those 


Saurashtra 


ers should be trained by the labour depart- 
ment for undemanding jobs like cooking, 
driving and keeping watch. Employers 
should be persuaded to employ them, banks 
to give them loans, and closed gem-cutting units persuaded 
to reopen. The rich should be persuaded to pay the fees of 
unemployed workers’ children. Those workers who have 
gone back to their villages should be given unskilled work 
under National Rural Employment Guarantee Act. 

So the gem-cutting industry, which all this while kept out 
of the clutches of the government, seems likely to be locked 
in a forced embrace by the government in its days of decline. 
Each arm of two governments will have its own little 
scheme; each will require workers to register, fill forms, 
stand in queues and beg. Maybe all that queueing will save 
them. But even in Gujarat, the government works in the 
same convoluted way as elsewhere. We in this country just 
do not know how to help people in distress. 





The author is Consultant Editor of Businessworld. 
ashok.desai@ gmail.com 
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The Kalyani Charitable Trust, Mumbai. 

The Kalyani Charitable Trust, Mumbai, under the leadership of Hon. Ravindra Gambhirrao Sapkal, Chai 
man & Managing Director of the trust achieved it's first milestone with successful establishment of O 
chid International School (OIS),a fully residential school sited in the scenic Kalyani hills, Anjaneri, Tan 
bak Road, Nashik (Maharashtra) and offering world class primary and secondary education. Adjudge 
the Sth most respected School in the Western region by the Education world under the C-Fore Survey : 
School,2008. 

In addition to OIS, the Sapkal Knowledge Hub is also home to R G Sapkal College of Pharmacy and 
R Sapkal College of Management Studies, G N Sapkal College of Engineering & Polytechnic which off 
excellence studies, which offer excellence design programs to help students to become efficient Pharm 
cists, Managers & Technologists. The entire campus is Wi-Fi enable with 24X7 internet connective, separa 
hostel facilities will be available for male & female students with a capacity of 150. 

Mr. Ravindra G Sapkal “The EducationWorld survey of the Top schools has declared Orchid International as the 5th most re 
Chairman & Managing spected international boarding school in the western region of the nation, 19th best all over India and 





oe 






Director, ranks 7th in individual attention to students as per the EW Survey in a scintillating gem in the Schools tiar 
Kalyani Charitable considering we are just 2years old. Yet we are ranked along side the oldest school in the country! This 
Trust, Mumbai. very encouraging” says Mr. Dhirendra Patil, Director of Orchid International, Nashik. 


Every Endeavour to Impart Value Based Education. 

“Children are the hope of the future, the builders of tomorrow.” How often have these words been 
quoted and requoted! Great efforts have been made in modern times to ensure that children receive the 
right kind of education so that they can be helped to grow up into straight-forward, frank, upright, honor- 
able and deeply spiritual human beings. 

At Orchid International School, our endeavor is to help and guide every child to grow into good human 
being, educating them to realize that to be sensitive, modest, humane and cultivating humanity is the mark 
of being educated, self-disciplined and civilized. 

Orchid International School has made every effort to provide the best state of the art infrastructure to stu- 
dents in beautiful natural surroundings. It is located in a pollution free environment, where students can 
look out of a window and see the beauty of hills, fields, flowers and trees. Here the students of Orchid In- 
ternational School will gain knowledge through a global curriculum, train to build fit bodies through various 
sports/games on playing fields and indefatigable minds through yoga and secular spiritual training. The 





school will appeal to all the hidden qualities of a child - a lover of interesting narrative, a hero-worshipper, Mrs. Kalyani R Sapk« 
a patriot, an inquirer, an investigator, an analyzer, a merciless anatomist, artist, an individual with insatiable Vice-Presiden 
intellectual curiosity and metaphysical enquiry. It will help the child to understand himself / herself and the Kalyani Charitable Trus 
world he / she lives in. Mumba 
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Orchid International School 
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MISSION 


© Every Endeavour to Impart Value Based Education 

® Orchid provides a solid academic foundation and a rich ex- 
tra-curricular programme that is supported by five core values: 

® World Citizenship- Empowering students with a local and 
global perspective. 

® Universal Values- Accepting that we are all different while 

"recognizing that we are all the same. 

® Leadership Qualities- Developing each student's individual- 
ity and discovering their potential. 

® Forward Thinking- Developing skills for the future. 

B® Enhancing Individual Strengths- Identifying uniqueness in 
each child and nurturing it. 


fhe mission of Orchid International School is to provide high 
yuality education to all children as a part of the continuous de- 
relopment process which encourages children to achieve their 
maximum potential and prepares them academically, socially 
and spiritually for their lives. 


Orchid International School is synonymous 

with 
A caring and welcoming attitude 

P A safe and stimulating environment 

P The welfare of children 
Understanding and respecting a child's uniqueness 
Emotional, social, physical, creative and intellectual devel- 
opment 

» An ability to communicate ideas and express feelings in 
various ways. 
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One with the werid, one ot a kind 


Orchid International School" 


THE ACADEMIC PROGRAMME 


We believe that every individual is an integral part of the cos- 

mos, not a separate entity, and that he/she is truly unique. We 

believe thot the job of an educational institution is to help every 

child bring out his or her own unique talent. We believe in a 

blend of timeless Indian values and modern teaching methods. 

€ The school has obtained due permission to run o full-fledged 
Senior Secondary School from the Maharashtra State Gov- 
ernment and offers ISC with a commitment to introducing the 
International Baccalaureate Diploma Program from 2010. 

€ The school has received a No Objection Certificate from the 
Maharashtra State Government to run the Council for the 
Indian School Certificate Examinations (CISCE) and Interna- 
tional Baccalaureate (IB) curricula in the school. 

€ The school is affiliated to the ICSE, New Delhi (School Code 
No. MA 101) 

€ The school plans to be accredited to the International Bac- 
calaureate Organization (IBO) of Geneva, Switzerland, to 
run the IB Diploma Program. 

€ The school has received ISO 9001: 2000 certification for its 
Qualitative Management Standards (Certificate no. PCMS / 
QMS / 1270 - 2006) 


Location 

Situated on a beautiful hillock on the Nashik-Trimbak road in 
north-west Maharashtra, the campus spreads over an area of 
62 acres of land and offers a commanding view of the hills 
around. Trains from Northern & Eastern parts of India stop at 
Nashik. It is an industrial city with modern infrastructure and 
transport facilities. 





f jc "Cumpus:'Kalyani Hills', Anjaneri-Wadholi, Tombola id Road, Nashik 422212, Maharashtra, ndis. 
| Tel: +91 2594 220101-09 Fax: +91 2594 220110. S 
Corporate Office:'’Parag’, 46 Ashwin Sector, Opp. Hotel Sai Palace, Mumbai-Agra Highway, Noshik-422009 





Maharashtra, India. Tel: +91 253 2392450/51 Fox: +91 253 2375557 | 
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BRITANNIA 


Wadias Get A Golden Goose ` 


By wresting 
full control 
over Britannia, 
the Wadias 
hope to make 
a comeback 


ALL SMILES: 
Nusli Wadia, chairman 
of the Wadia group 


THE THREE-YEAR-LONG BATTLE FOR CONTROL OF 
biscuit maker Britannia Industries has ended 
with France’s Groupe Danone agreeing to sell 
its 25 per cent stake to equal partner Wadias for 
about Rs 900 crore. With that, the 15-year long 
association between the two — which began 
with the hostile takeover of the company from 
Rajan Pillai — has also ended. 

However, more than ego and pride, it is the fi- 
nancial imperative that has driven this deal. The 
buyout is a fresh lease of life for Nusli Neville 
Wadia, the gritty chairman of the $1-billion 
Wadia group, which otherwise has a clutch of 
companies turning up lacklustre performances. 

Flagship Bombay Dyeing, a brand with a high 
recall value, has been unable to reinvent itself in 
the post-quota textile regime since 2005. In 
2008-09, the company reported losses of Rs 210 
crore till December (see ‘Food For Thought’). 

If traditional businesses are in trouble, the 
new venture, Go Air, is piling up losses (Rs 175 
crore last fiscal) and the Wadias have been on 
the lookout for an investor to stay afloat. 

Another firm, Bombay Burmah, is also in 
losses, posting Rs 30 crore for the three quar- 
ters of 2008-09. The group already has a debt of 
Rs 1,826 crore as of March 2008, with Bombay 
Dyeing alone accounting for Rs 1,415 crore. The 
need for cash across the group is acute. Sidd- 
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Food For Thought 


Impressive profits from Britannia could change the 





fortunes of the Wadia group 

Sales PAT PAT" 

2007-08 2007-08 31 Dec'08 
Britannia — — — 258 — 191 MO 
Bombay Dyeing 923 17 -210 
Bombay Burmah 226 — 1O -30 Á— 
ONG ee 00:9 U5 M. 
National Peroxide — 109 11 16 


31 December 2008 Source: Capitaline Plus 


harth Bothra, an analyst at Motilal Oswal, says 
Bombay Dyeing should invest in retail to lever- 
age its brand in the home textiles market. 

This is where a profitable venture such as 
Britannia fits into the scheme of things. In 2007- 
08, as the market leader with over 35 per cent 
share in biscuits, Britannia reported a net profit 
of Rs 191 crore on revenues of Rs 2,588 crore. In 
the first nine months of this fiscal, its revenues 
stood at Rs 2,350 crore and net profits at Rs 140 
crore. Also, it has only Rs 106 crore of debt on 
equity and reserves of Rs 756 crore, giving it a 
measly leverage of just 0.14. Given its strong 
branding and diversified product line, Britannia 
is in a better position to raise the much needed 
cash than any of the other group companies. On 
its own balance sheet, it can raise up to Rs 1,400 
crore more before it hits the 1:2 debt equity ratio. 

Britannia is also in a better position to pay off 
the loans. Its operations have been able to gen- 
erate an average return on capital employed of 
34 per cent over the past five years. This is over 
and above the Rs 900 crore the Wadias are rais- 
ing by pledging their shares in Leila Lands, 
which now holds 45 per cent stake in Britannia. 

But analysts now fear that the burden of debt 
may stunt Britannia’s growth at a time when it 
needs investments. According to Abhijeet 
Kundu, an analyst at Antique Securities, 
Britannia needs to invest more in branding, 


portfolio expansion and aggressive strategies to . 


-* 


take on growing competition from smaller ^ 


players such as Priya-Gold and ITC, and private 
labels such as Pantaloon. 

Wadias may be gung-ho about gaining control 
over Britannia but this goose that lays golden 
eggs may need more nurturing than burdening. 

Sreevalsan Menon and Muthukumar K. 
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A Prescription 
For Regulation 


A G20 report 
calls for 
stronger 
liquidity 

buffers at 
banks 


IN SYNC: US President 
Barack Obama (left) 
with Manmohan Singh 
at the G20 summit 


RAKESH MOHAN, DEPUTY GOVERNOR OF THE 
Reserve Bank of India (RBI), can smile. Within 
a week of the Committee on Financial Sector 
Assessment (CFSA) — under Mohan’s chair- 
manship — having submitted its report, comes 
the co-chaired Report of the G20’s Working 
Group on Enhancing Sound Regulation and 
Strengthening Transparency. India’s CFSA 
comes for special mention in the G20 report, 
which says that given the increasing globalisa- 
tion of the financial system, non-G20 countries 
should also take similar steps to assess the 
strength of their national financial systems. 

The current global financial mess is in part 
attributed to entities cleverly playing the regu- 
latory arbitrage game. These include mortgage 
brokers and originators, investment banks, se- 
curitisation vehicles, credit rating agencies, 
hedge funds and other private asset pools. The 
G20 calls for an effective mechanism with clear 
lines of responsibility to tackle this issue. 

Mohans report is more categorical: rigid ins- 
titutionalisation of coordination arrangements 
may not be of much help and might even turn 
out to be counter-productive. It plugs for the 
local ‘consensus’ approach. What about capital? 
In the near term, according to the G20, urgent 
steps should be taken to facilitate access to ad- 
ditional private sector capital. 

What this means is that once conditions im- 


prove, the minimum capital for banks should be 
reviewed; the quality and global consistency of 
capital should be enhanced. In addition, capital 
buffers above minimum requirements and 
loan-loss provisions should be built up in good 
times in order to enhance the ability of regu- 
lated financial institutions to withstand large 
shocks. It is a point to ponder for the political 
economy — state-run banks account for nearly 
80 per cent of assets; and extant norms do not 
allow the Centre’s stake in these banks to fall 
below 51 per cent. 

State-run banks have so far not suffered from 
lack of capital; the Centre has contributed in 
proportion to its holding in the banks all this 
while. Now given the medium-term projected 
growth rate of the economy at 8 per cent, capital 
needs will increase. “If the annual growth in risk 
weighted assets is within 25 per cent, the 
additional capital requirement from the 
government is assessed to be manageable,” says 
the CFSA report. Anything faster may need 
regulatory changes. Add on the G20’s call for 
the creation of capital buffers, and there will be 
a headache. 

The G20 is also aware of the liquidity trap. It 
says that the manner in which financial firms 
tackle liquidity concerns have a sameness about 
them — they sell illiquid assets for cash or 
compete aggressively for retail deposits. The 
complexity of financial instruments also creates 
challenges — like the inclusion of options (as 
reflected in credit rating downgrade clauses); 
the fact that some instruments have short track 
records or are illiquid, increases the difficulty in 
assessing the behaviour of these instruments 
during periods of stress and, consequently, for 
managing liquidity. 

The G20 calls for a global framework for pro- 
moting stronger liquidity buffers at banks, in- 
cluding cross-border institutions, to ensure that 
they can withstand prolonged periods of mar- 
ket and funding liquidity stress. 

The situation in India is that it has been 
hugely affected by foreign capital inflows. 
When capital dries up, domestic liquidity gets 
constrained. This is compounded by seasonal 
advance tax outflows cause. In September 
2008, outflows to the tune of Rs 45.000 crore 
saw call rates climb over 20 per cent. What is 
the way out? Strengthen the management of 
governments cash balances; auction the Cen- 
tres surplus balances with the RBI in a non-col- 
lateralised manner; and also make available the 
dated securities in RBI's investment accounts 
for its own market operations. 

The takeaway from the two reports: India is 
clearly on the curve, if not ahead of it. 

Raghu Mohan 


20 APRIL 2009 1 g BUSINESSWORLD 


In The News 





SATYAM 


Known Versus Unknown 


Though 
extensive, the 
CBI’s charge- 

sheet does not 
answer some 
vital questions 


HEAVY TRUTH: 
Policemen carrying the 
CBI's chargesheet to 
the Hyderabad court 


THREE MONTHS AFTER B. RAMALINGA RAJU, THE 
disgraced founder of Hyderabad-based Satyam 
Computer Services, sent shock waves through 
the industry with a letter confessing to financial 
fraud, the Central Bureau of Investigation 
(CBI) has charged that he had fudged accounts 
with eight others accused in India's biggest-ever 
corporate fraud. The agency has also submitted 
1,532 documents — including statements of 
433 witnesses — to Nampally Metropolitan 
Court in Hyderabad. The chargesheet papers, 
packed in 25 trunks, were brought to the court 
in a mini van. While the chargesheet itself is 
300 pages long, the annexures run into a 
mammoth 65,000 pages. 

CBI has named nine accused in the case: 
Raju and his two brothers Rama Raju and 
Suryanarayana Raju, former CFO Vadlamani 
Srinivas, Price Waterhouse (PW) auditors 
S. Gopalakrishnan and Talluri Srinivas, Satyam 
Vice-President G. Ramakrishna, Senior Fina- 
nce Manager D. Venkatapathi Raju, and Assis- 
tant Finance Manager C. Srisailam. The nine 
accused have been charged with criminal con- 
spiracy, cheating, impersonation, forgery of 
valuable security, forgery for the purpose of 
cheating, showing forged documents as gen- 
uine, falsification of accounts and causing dis- 
appearance of evidence, under eight sections of 





IPC. If proven, the charge under Section 467 
alone would impose life imprisonment. 

Interestingly, the chargesheet has ignored 
the role played by D. Gopalakrishnam Raju, 
general manager of SRSR Services, who had 
also been arrested by the state CID in connec- 
tion with the Satyam case. While the CBI argues 
that investigations did not reveal any incrimi- 
nating evidence against him, sources say he 
might turn approver at a later stage. 


Niggling Questions 
The stage is now set for the case to go to trial. 
But many questions remain unanswered. 

In our cover story, "The Curious Case of 
Satyam’ (BW, 6 April 2009), we had posed a 
number of niggling questions (see 'Pregnant 
Questions’). While the CBI investigations have 
provided some answers, there are still questions 
that need satisfactory replies. 

According to CBI Deputy Inspector-general 
(DIG) V.V. Lakshmi Narayana, who headed the 
agency's 16-member investigation team, “Raju, 
along with his brother and Satyam’s former 
managing director B. Rama Raju and former 
CFO Vadlamani Srinivas were the chief opera- 
tors of this scam, which began in 2001.” But im- 
portantly, the chargesheet suggests that the 
scale of the scam far exceeded the much publi- 
cised figure of Rs 7,000 crore. 
While the chargesheet puts it at 
about Rs 7,800 crore, sources 
claim the CBI believes it to be 
closer to Rs 10,000 crore. 

Interestingly, the chargesheet 
did not touch the area of diver- 
sion of funds by the Raju broth- 
ers or anyone else. According to 
Narayana, “We have not come to 
any conclusion so far on this and 
will file a supplementary charge- 
sheet if further investigations re- 
veal something.” The CBI also 
claims that while it is probing the 
cash trail, it has proof that Raju 
forged fixed deposit receipts to 
show balances that were non- * 
existent. Raju also used 327-odd 
front companies to secure loans 
for the promoter family. 

The agency has found the ori- 
gins of fraud and its modus ope- 


a. 


« randi to be in sync with Raju's 
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confession. As per the chargesheet, 
"The accused, through their balance 
sheets, gave an impression that they 
were doing extremely well, when 
they were not. This helped in roping 


i kae BW QUESTION | WHAT THE CBI HAS TO SAY 
in more foreign investment and : 
more business partners.” It also no- — Why did Raju con- He was close to being caught and wanted to save himself 
tes that the accused showed high fess when he dig? | ‘© &™Mbarrassment of being forced into a corner. The CBI 
profits to dupe Indian shareholders, also feels Raju has only let on a part of what he knows. 
who rushed to buy company shares | WasitaRs7,000- | >). chargesheet puts the figure at about Rs 7,800 crore but 
at inflated prices. The chargesheet er or a Rs 10,000- it could be closer to Rs 10,000 crore. 
also says that Raju and other opera- ` eríraud? 
tors periodically offloaded their pro- ^ 
moter shares and forged their bank parece Since 2001 
accounts' papers and statements. ———- | 

But Satyam’s Srinivas had earlier | Whọ all were Chargesheet names Ramalinga Raju, Rama Raju, Suryanara- 
told members of Institute of Char- | jayaiyeg? | V203 Ralu: V. Srinivas, S. Gopalakrishnan, T. Srinivas, 
tered Accountants of India (ICAI) G. Ramakrishna, D. Venkatapathi Raju, and C. Srisailam. 
during interrogations that the com- Was the No details in chargesheet, but CBI has proof that Raju 
pany's sales were inflated and bank a forged fixed deposit receipts to show balances that were 
statements had been forged to justify Ver Mere: non-existent. SFIO and I-T department are also investigating. 
the claim. He said the firm has 600- EEA CURIE ISP ci cun 
odd major clients, some of whose What wil be Ra's If proven, the charge under section 467 alone would impose 
sales receipts were doubled. As per fate? a life imprisonment on the accused while the punishment 
Srinivas’s confession to ICAI, the -for remaining charges may vary from 2 to 7 years in jail. 
whole scam started as an adjustment pig Price - ICAI had said that Satyam's former CFO told them neither 
ofRslOcrorearoundfivetosixyears Waterhouse (PW) | partner of PW was involved. But CBI DIG Narayana says, 
ago, and the malpractice continued know? "The clean chit from ICAI will not affect investigations." 
quarter after quarter before it REE ARUTINIAN AR 
attained unmanageable proportions Will the truth ever | While many questions have not been sufficiently answered, 
in the second quarter of 2008. Wu Se claims when it has more evidence, it will file a supple- 

Earlier this week, ICAI had con- — mentary chargesheet. But not very conclusive. 
firmed that Srinivas had made it Who will take over | Not for chargesheet to answer. Process taking place simulta- 
clear to them that neither partner of Satyam? neously. Revelations could have a bearing on potential suitors. 


PW was involved. But Narayana 

says, “The clean chit from ICAI will 

not affect investigations. We will depend on our 
investigation to prove the guilt.” 

Of the nine accused, eight are in judicial cus- 
tody and are lodged inside the Chanchalguda 
jail in Hyderabad. The ninth, Raju’s younger 
brother B. Suryanarayana Raju — a director of 
SRSR Advisory Services, a financial services 
advisory to the family’s firms — has not been 
directly implicated. He has been named only in 
the cases pertaining to diversion of funds to 
Maytas for acquiring land and in the case of 
benami companies to secure loans for the 
promoter family. Suryanarayana had obtained 
bail from a local court on 5 March. CBI officials 
believe that Suryanarayana, who was the inter- 
mediary for several land deals, may be able to 
provide them clues about the missing money in 
the next phase of investigation. 


Lingering Doubts 

But despite the CBI's extensive documentation, 
it has not been able to come up with satisfactory 
answers to what the Raju brothers and their 








PREGNANT QUESTIONS 


Here are the questions BW raised in its cover story on Satyam ("The Curious Case - 
of Satyam’, BW 6, April 2009) 


Source: BW research 


partners did with the money. Other investigat- 
ing agencies such as the Serious Frauds Investi- 
gation Office (SFIO) and the Income Tax (I-T) 
Department are also assessing the amount si- 
phoned from Satyam, based on the seized 
records. CBI has also been unable to answer the 
question about the inflation in the number of 
employees in Satyams offshore operations. 

It is also believed that the CBI will send 
Letters Rogatory to the US Justice Department 
seeking details of Raju's accounts in Bank of 
Baroda's New York branch. Raju and his family 
are believed to have accounts in banks in the US 
and that could be the focus ofthe supplementary 
chargesheet expected to be filed later this week. 

Many claim this hurried filing of the 
chargesheet was an attempt to oppose the 
Rajus' bail application. But while the first step 
has been taken to hasten, there are still many 
glaring loopholes that need to be plugged 
before the truth becomes known. The question 
is: will it ever? 

Dhanya Krishnakumar 
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STOCKMARKETS 


Where Is The Rally Headed? - 


While financial 
institutions 
drive up the 
market, the 
retail player is 
not convinced 


THE QUESTION ON EVERYONE'S MIND IS WHETHER 
the recent stockmarket rally in India — in 
March and early April — is sustainable or not. 
Domestic retail investors have not participated 
in this rally. 

They continue to be wary. It is the third 
attempt by the market indices to climb up from 
the depths they fell into in a short span of six 
months from May to October last year. The 50- 
stock S&P CNX Nifty that fell from 5228 on 2 
May 2008 to 2524 on 27 October 2008 has 
since then tried to crawl back to 3000-3100 
levels twice —in December 2008 and January 
this year. But in March it rose sharply from 
2573 to 3108 in just 12 trading sessions. 

A combination of factors is driving the 
renewed volatility. "Markets have moved up in 
the past one month on the back of encouraging 
developments in the global economy,’ says 
Dipen Shah, vice president-private client group 
research at Kotak Securities. “India also has 
seen some green shoots in the form of revival in 
demand for autos, cement and steel.” 

Market analysts point to not too negative 
fundamental economic factors. “India had 
suffered from the impact of the peak oil prices 
in June-July last year, but that has since come 
down sharply,” says Sankaran Naren, chief 
investment officer-equity at ICICI Prudential 
Asset Management Company. “Robust agri- 
cultural commodities prices and the Sixth Pay 
Commission hike have helped provide a good 
basis for consumer spending.” 

Improved global and local liquidity is also 





INSTITUTIONAL IMPACT 


Heavy buying by foreign institutional investors and domestic mutual funds 
is driving up the stockmarkets 
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driving up emerging markets’ indices. Earlier 
this was absent. "FIIs (foreign institutional 
investors) were heavy sellers in the first two 
months of 2009 because of the liquidity issues 
in their parent countries and also the slowdown 
in the Indian economy,’ says Shah. According to 
Emerging Portfolio Fund Research, fresh funds 
have flowed into most of the global emerging 
market funds that it tracks and the collective 
corpus of these funds have been the highest in 
the past four months. 

A good part of this new collection would have 
made its way into Indian equities, some of them 
through equity derivatives exposure, through 
FII investments (see ‘Institutional Impact’). 
Domestic mutual funds have also become net 
buyers in March along with FIIs. Insurance 
companies were buying, too, in March. 
“Renewed premiums in March towards the 
equity-linked insurance policies of various 
insurance companies have helped the equity 
markets,” says Naren. 

Going forward, however, no one is fully 
confident of the sustainability of the market 
rally. “For the markets to sustain and move 
above the current levels, the quarterly results 
have to surprise on the positive side and the 
management comments have to be positive as 
far as FY10 visibility is concerned,” says Kotak’s 
Shah. “The markets are not fully convinced on 
this aspect, we believe.” 

A report by India Infoline Research analysing 
a universe of 128 large-cap and mid-cap stocks 
estimates a decline in year-on-year profits by 
4 per cent, first in the current bear cycle. 
In a macro report on the Indian market dated 
3 April 2009, a Macquarie Research analyst 
highlighted the worsening fiscal deficit of 
the central government: “...India stands out 
within the Asian region, as one where the fiscal 
deficit (as percentage of GDP) and public 
debt/GDP were already high — and have 
worsened in response to the current global 
crisis — thus limiting the scope of further 
reliance on fiscal policy.” 

The forthcoming general elections are also 
playing on every equity investors mind. The ` 
biggest factor, however, would be the sustain- 
ability of foreign investors' appetite for global 
equity markets' funds. If the liquidity stays 
high, the market can keep crawling up. Else, it is 
back to rock bottom. 

Rajesh Gajra 
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INFRASTRUCTURE 


. Bucking The 
Downturn 





| 


Surprisingly, 
three projects 
secured funds 

worth 
Rs 9,000 
crore in March 


GOOD SIGNS: Delhi 
Airport Metro Express 
has secured a 

Rs 2,500-crore funding 


dis 


BELYING THE NOTION THAT SOURCES FOR LONG- 


term finance for infrastructure projects have 
dried up, three important infrastructure proj- 
ects announced fund tie-ups last month. These 
involved a slew of banks committing money to 
the tune of Rs 9,000 crore. 

In fact, in January, the non-availability of 
long-term funds for infrastructure projects 
forced the government to open a special win- 
dow for refinance through India Infrastructure 
Finance Company (IIFCL). 

The three projects that announced fund tie- 
ups are: Reliance Infrastructure-promoted 
Delhi Airport Metro Express project, whose 
debt requirement is Rs 2,000 crore while the 
commitment from lenders led by Axis Bank is 
Rs 2,500 crore; Phase II of the Krishnapatnam 
Port project in Andhra Pradesh, where a clutch 
of 16 banks led by the State Bank of India has 
extended a syndicated term loan facility of 
Rs 3,000 crore; and the 1,2200-MW Kalisindh 
power project in Rajasthan — a group of 11 
banks led by IDBI have released a working cap- 
ital credit line of Rs 3,850 crore to BGR Energy, 
which executes the engineering, procurement 
and construction (EPC) works for the project. 

Such fund arrangements have come as a relief 
in the current downturn. Just three months 
ago, Montek Singh Ahluwalia, the deputy chair- 
man of the Planning Commission had told BW 





that "shortage of long-term funds is a 
key constraint" for infrastructure 
finance. 

Prime Minister Manmohan Singh, 
too, had said in October last year that 
“external commercial borrowings, 

BM which are used by the corporate sec- 
tor have dried up, as have interna- 
tional suppliers credits". Singh also 
EE said advisories had been issued to 
BÉ banks to ensure that borrowers are 
EE provided adequate credit including 
ES working capital. 
2 So, do the fund tie-ups or financial 
closures announced in March indi- 
cate a change in lending sentiment? 

Companies such as BGR have said 
that their working capital credit line 
had been arranged “in an environ- 
ment of tough credit situation in fi- 
nancial markets". On the other hand, 
Jitender Balakrishnan, deputy man- 
aging director, IDBI said funds 
would be available for good projects, 
and IDBI itself was processing fund 
tie-ups for infrastructure projects 
worth Rs 50,000 crore. 

Interestingly, it is the domestic 
banks that are forthcoming. Foreign 
banks are not part ofthe consortia of banks that 
have committed funds (expect IIFCL, UK for 
the metro rail project). 

While the credit line for the power project is 
for EPC works, the fund commitment from 
lenders for both the airport metro and the port 
project forms part ofthe financial closure. 

Given the nature of risks involved in capital- 
intensive infrastructure projects and the fact 
that debt funds range between 60 and 70 per 
cent ofthe project cost with repayments periods 
stretching to a decade, banks/financial institu- 
tions always apply detailed scrutiny on the eco- 
nomics of the project, and even require good 
payment security mechanisms. 

However, innovative project sweeteners for 
the Delhi airport metro project has helped im- 
prove the viability of the project. The crucial 
civil works for the project that includes building 
of viaducts, stations, etc. have been undertaken 
by the Delhi Metro Rail Corporation (DMRC), 
says an official from Reliance Infrastructure. 
So, DMRC’s contractual commitment to bring 
the airport metro project to a particular stage 
reduces the concessionaire's risk in executing 
the project to that extent. 

Indications are that there will be more 
financial closures in the power sector in the 
coming weeks. 


BIVASH BANERJEE 


Kandula Subramaniam 
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FILM STRIKE vailing 60:40 model, in which the exhibitors take 
60 per cent. This has forced several big banner \, 


The B attle } Or B OX films such as Aasheyan, Kambaqth, Short Kut 
and New York to stay canned. 


In the past two-three years, the exhibitors had 

Otfi (C e N / O ol ah pushed the envelope to corner 60 per cent ofthe 

' revenue in the opening weeks. “Earlier the shar- 

ing issue was never settled,” says Mukesh Bhatt, 

convenor of the United Producers-Distributors 
Forum. “This time we are determined.” 

But multiplex owners seem unyielding. "We 
don't have the margins to afford a flat 50 per 
cent share for the first four weeks,” says Shravan 
Shroff, director of the Fame chain of multi- 
plexes. “Occupancies are already down to an 
average of 25 per cent, and with few and poor 
quality movies, it could go down further.” 

Industry pundits see an opportunistic ele- 
ment in the producers’ strike. With IPL and the 
elections coming up, new film releases would -+ 
have faced an uphill task. 

THIS SUMMER THERE MAY BE NO ENTERTAINMENT With the existing line-up of movies, Bhatt es- 
other than the poll campaign and the Indian — timates the industry loss at Rs 25 crore a month. 

WHY THE SHOW Premier League (IPL) matches in South Africa. Is an early settlement likely? “There will be no 

MUST GO ON: Film Producers and distributors of Bollywood movies quick fix this time,’ says Bhatt. *We are prepar- 
industry is set to lose have launched a strike from 3 Aprilto demanda ing fora long-drawn battle.” 
Rs 25 crore a month 50:50 revenue-sharing model as against the pre- Gurbir Singh 


Film producers 
are determined 
to get a larger 
share from 
multiplex 
owners 
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GRAND NEW EXPERIENCE 


Na 
THE LEELA PALACE 


KEMPINSKI UDAIPUR 
The Essence of Dr ia 










PHARMACEUTICALS 


` Angling For A 
Backdoor Entry 


Will the Singh 
brothers invest 
in Wockhardt 
Hospitals 
through their 
PE arm? 


CLEARING THE AIR: 
Wockhardt Hospitals 
has sought to end 
speculation that it’s up 
for sale 
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WOCKHARDT HOSPITALS IS SELLING 
only 24 per cent to raise funds for 
expansion, a spokesperson clarified 
to media last week. This was to end 
the media speculation that the 
chain of 17 corporate hospitals, owned by Mum- 
bai-based Habil Khorakiwala, could end up be- 
ing part of Fortis Healthcare or some other rival. 
Recently, there were reports that Fortis would 
buy 76 per cent ofthe Rs 360-crore Wockhardt 
Hospitals. Fortis is controlled by New Delhi- 
based brothers Malvinder and Shivinder Singh, 
who sold Ranbaxy Laboratories to Japan's Dai- 
ichi Sankyo for Rs 10,000 crore last year. 
Sources say that the brothers might invest in 
Wockhardt Hospitals through their private 
equity (PE) arm, Religare Venture Capital. Last 
week, Religare said it would launch a Rs 600- 
crore fund with Milestone Capital for investing 
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in healthcare and education. The fund curren- 
tly has a corpus of more than Rs 100 crore. “We 
have the requisite domain expertise on health- 
care, which we intend to leverage for larger ben- 
efit of investors of the fund,” said Sunil God- 
hwani, CEO and managing director of Religare. 
Malvinder Singh, chairman of Fortis and Reli- 
gare, did not comment on the groups interest in 
Wockhardt Hospitals. “We want to aggressively 
expand Fortis and Religare using organic and in- 
organic growth opportunities," he said. Wock- 
hardt was also believed to be in talks with other 
PE players such as General Atlantic Partners. 
Gauri Kamath and Noemie Bisserbe 
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The land of the Mewar royals has a new luxury iea. The Leela Palace Kempinski 
Udaipur is surrounded by the lush Aravallis. All rooms of this stately hotel face the 
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tranquil waters of Lake Pichola. This ensemble of intricate Rajasthani craftsmanship 
and modern amenities makes your palatial vacation a memorable experience, 


is & RESORTS 


Pard 


For reservations call: 0294 6701234 ( Udaipur), toll free: 1800-222-444 (MTNL & BSNL), 6000 2233 (others), 


e-mail: central.reservations@theleela.com or log on to www.theleela.com 
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SUGAR 


Facing The Bitter Truth 


Cuts in sugar 
import duties 
will tide over 
the summer, 
but not solve 
the shortage 


TILL JANUARY 2009, INDIA DID NOT IMPORT ANY 
sugar. But with India’s sugar requirement for 
three months falling short by 5.6 million 
tonnes, a committee of secretaries is examining 
a proposal to reduce the import duty on both 
raw and refined sugar from the present 60 per 
cent down to 20-25 per cent. “Multinational 
companies are lobbying for the imports to meet 
summer demands,” alleges Awadhes Mishra, 
president and chairman of Sugarcane Growers 
Association. “It is a manufactured shortage.” 
Every year, in the hot months of April and 
May, the demand for sugar is driven up by man- 
ufacturers of cold drinks and ice-creams. Ac- 
cording to the Indian Sugar Mills Association 
(ISMA), the resulting shortage will surely raise 
the retail price of sugar to Rs 30 per kg from the 
current Rs 20-25 per kg. Even so, importing 
sugar is a bad idea, considering that global 
white sugar prices are much higher, at about 


The Big Picture 


Sugar prices, which have remained more or less stable over the cá 
few months, could go up if import duty is lowered. 


OCT 

2008 
Delhi 20.00 
Mumbai 19.50 
Kolkata 21.00 
Chennai 20.00 





Figures are average retail price of sugar in Rs per kg 





NOV DEC JAN FEB MAR 
2008 2008 2009 2009 2009 
20.00 20.50 2275 2450 25.00 
20.50 21.00 2175 23.00 2450 
2.00 21.00 2150 2250 2350 
20.00 20.50 21.00 2150 22.00 


Source: Price Monitoring Cell, Department of Consumer Affairs 
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$400 (Rs 20,000) per quintal, and there are 
landing costs to be considered. 

But officials in the Ministry of Consumer 
Affairs’ Food and Public Distribution Depart- 
ment say there is no alternative but to import. 
Originally, cane commissioners of Maharash- 
tra, Uttar Pradesh and other sugarcane produc- 
ing states had assured production estimates in 
2008-09 would be comfortable. *But in Dece- 
mber 2008, they raised an alarm,’ says a senior 
official in the Agriculture Ministry. *First, they 
[re]set the sugar production target at 18.8 mil- 
lion tonnes, and then further lowered it to 16.1 
million tonnes in February 2009.” 

Since augmenting stocks by importing at the 
current duty of 60 per cent is not feasible, the 
Cabinet Committee on Economic Affairs will 
soon be looking into the proposal to reduce im- 
port duty on both raw and refined sugar. How- 
ever, “it [the reduction in import duty on sugar | 
would have to be supported by an import sub- 
sidy if the price parity of domestic sugar is to be 
maintained,” says Vijay Sardana, a leading agri- 
economist and managing director of ARPL Agri 
Business Services. 

*Had the government followed the recom- 
mendations of the Commission of Costs and 
Prices (CACP), the move to import could have 
been avoided,” says S.L. Jain, director-general 
of ISMA. CACP had recommended a minimum 
support price of Rs 125 per quintal for sugar- 
cane in 2007-08, but the government increased 
it by just Re 1 to Rs 81 per quintal. 

As a result, farmers in two major sugarcane- 
producing states moved to other crops like 
wheat and rice. “Why would a farmer grow 
sugarcane when the government pays less?" 
asks Mishra. *Private companies have run up 
arrears [of dues to sugarcane growers ] of more 
than Rs 1,300 crore in 2007-08 alone.” 

Maharashtra produced only 4.7 million 
tonnes of sugarcane in 2007-08 as against 9 
million tonnes in 2006-07, while farmers in UP 
produced only 4.3 million tonnes as against 7.3 
million tonnes in the same years. 

“It is a classic case of government interven- 
tion in market-related activities instead of 
letting market forces decide, says Sardana. 
Unless the market opens up, short-term meas- 
ures such as duty reduction on sugar imports 
are unlikely to make things any sweeter for the 
industry, farmers, or consumers. 

M. Rajendran 


20 APRIL 2009 26 BUSINESSWORLD 


AY 





30,000 7 — Net LAF (Rs cr) LHS 
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Bond yields have crashed too: 
in the 8 April auction of Rs 8,000 
crore of 91-day and Rs 1,000 
crore of 364-day treasury bills, 
yields fell to 4.09 per cent (from 
4.50 per cent on 2 April) and 
4.40 per cent (the yield on the 


r 11.25 


- 10.25 








i *- Fear GIS (%) MIS 182-day treasury bill of 2 April 

30,000 | was 4.70 per cent), a level not 
30,000 — 3.29 seen in several months. But this 
10.000 —,02 Jul abundance is not a long-term 
i 8.25 feature: more government bor- 
-10,000 + ASAS 03 1 31 14 28 11 25 0125. rowing will create adak fa ded 
-30,000 4 v ov Ny Dec Dec Dec Jan Jan Feb Feb Mar Mar — 7.25 ter mid-May or so. But while the 
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LAF is liquidity adjustment facility. GSec is government securities. OIS is Overnight Indexed Swap. 
LHS is left-hand side and RHS is right-hand side. 
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LIQUIDITY 


A Temporary 
Phenomenon 


Ther IT FEELS LIKE THERE HAS BEEN A SUDDEN AND 
ere has surprising cut in banks’ CRR (cash reserve ratio 
beenan . the cash reserves that banks are expected 
unusual to maintain with the Reserve Bank of India). 


This week, money markets are flush with 
more than Rs 40,000 crore in redemptions of 
past government borrowings. This includes 
amounts that had been sequestered in the 
market stabilisation scheme (MSS). That is 
about 2 per cent of CRR. 

A couple of other factors that have added to 
the liquidity transfusion: one is much higher 
government expenditure, and more ofit coming 
so early in the financial year. The second is a 
consequence of what has been happening in 
global financial markets: higher loan repay- 
ments from large borrowers. 

Will banks finally relent and lend that money 
to industry? Hold the thought. That money — 
large as it is — will be offset through the rest of 
the month by about Rs 48,000 crore of fresh 
government borrowing, a plan that was an- 
nounced by the present government as part of its 
interim budget just ahead of the announcement 
of general elections that was made in February. 


upsurge in 
liquidity, but it 
will not last 


Source: Kotak Mahindra Bank 


surplus may be absorbed, there is 


- 6.25 unlikely to be a crunch. 

| "The RBI has consistently 
- 525 maintained that it will ensure 
| adequacy of liquidity for the ban- 
- 4.25 king system,” points out Indranil 


Pan, chief economist at Kotak 
Mahindra Bank. “There may 
even be more liquidity if the 
rupee depreciates beyond expec- 
tations, at which point the central bank is likely 
to intervene to stabilise the exchange rate.” 

There is more to the current abundance of 
liquidity than government bond redemptions 
(the total amount of liquidity in the financial 
system is estimated at almost Rs 1,30,000 
crore). Government expenditure has added an- 
other Rs 30,000-35,000 crore to the system. In 
other words, the advance taxes collected by the 
government by 15 March are finding its way 
back into the economy. “More of this money will 
keep coming in until mid-May,’ says a bond mar- 
ket analyst who declined to be identified. 

Several borrowers from banks also appear to 
have repaid their loans at financial year-end in 
March 2008 — this happened in the last week 
of March, say bank analysts. Data has shown 
that for the year as a whole, credit growth has 
been slower; the trend was evident even at end 
December 2008, the latest analysis of the RBI's 
weekly statistical supplement has shown. 

“The repayments may stem from postponed 
projects, a desire to show lower leverage on 
balance sheets or simply not wanting their 
credit ratings downgraded,” says a banking 
analyst. Over the past few months, there have 
been more downgrades of corporate bonds and 
paper than has been usual. 

Are these times of good liquidity likely to last 
beyond the next few weeks? Unlikely, says Pan. 
He is not alone in that assessment. The tide 
shall soon ebb, and the liquidity level will fall. 
Companies will have to work to keep their 
heads above the water. 

Srikanth Srinivas 
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The Burden Of 


by Vishal Krishna 

















GRAPHICS: NEERAJ TIWARI 


dropped 63.7 per cé 
2008 and April 2009 Sour 


APID rollout of new stores has 
been Future Group founder and 
CEO Kishore Biyani’s major fo- 
cus area. In the past two years, 
the country’s largest retailer has 
thrown open 7 million sq. ft of 
new shopping space across 24 
formats in over 63 Indian cities, often at the rate 
of one store a day. The day BW met Biyani, 26 
March, was another of those days. He was 
preparing to inaugurate three stores of flagship 
firm Pantaloon Retail India (PRIL) in Mumbai, 
the next day. Such frenzied expansion has kept 
PRIL, with 12 million sq. ft of retail space, well 
ahead of rivals Reliance Retail, Spencer’s Retail 
and Aditya Birla Retail. In fact, the three of 
them put together have less sq. ft of shop area 
than PRIL. But it has also taken a toll on PRIL's 
balance sheet. A Rs 2,300-crore debt burden is 
the price Biyani paid for that expansion spree. 
And now Biyani needs to cope with a slow- 
down. Coupled with PRIL' debt burden is a 30 
per cent drop in footfalls experienced by retail- 
ers across the country. While Biyani insists his 
stores have not seen any drop in footfalls, he ad- 
mits that customer conversion has taken a hit — 


MARKET CAPITALISATION 


Pantaloon’s market cap has fallen since its highest 
value recorded in January 2008 





2 Jan '09 
3,940 
pP 2,361 
<... 





Figures in Rs crore: 
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that basically means that the number of cus- 
tomers has not decreased, but the sales have. 

Consulting firm KPMG says that for the first 
time in six years the same store sales of retailers 
is in the negative. At least 70 per cent of respon- 
dents surveyed by it reported a drop in footfalls. 
“People are downtrading, but they have not 
stopped buying,” insists Biyani. "The consump- 
tion story is not over in India, as portrayed by 
the media. Retail is a $350-billion market here, 
and it is a large canvas to capture for organised 
retailers" What he doesn't say is that when peo- 
ple downtrade, it also means lower margins for 
the retailer. So though Biyani has managed to 
increase some revenues, the margins have actu- 
ally worsened. 

In response to the slowdown, PRIL — which 
already owns 48 Pantaloon mid-market apparel 
stores , 110 Big Bazaars hypermarkets and 148 
Food Bazaar supermarkets, besides 160 KB's 
Fair Price Shops (the neighbourhood store for- 
mat) — has decided to scale down its ambitions. 
It is going slow on setting up 30 Big Bazaars or 
adding another 1.5 million sq. ft that it had 
planned by June 2009. Predictably, the target 
of expanding even more aggressively to 30 mil- 


INTEREST PAYOUT 


Interest liabilities of Pantaloop 
rose by 131 per cent in. .- " 
2008 compared to " 176.8876 
previous year 1 
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Kishore Biyani took on a huge 
debt to expand Pantaloon Retail 
very quickly. Now the slowdown 
has made his life difficult 


Debt 


lion sq. ft has been pushed back from 2011 to 
2013, denting the revenue target of Rs 20,000 
crore by 2013. Plans to enter the cash-and-carry 
business have also been shelved. 

Food Bazaar and KB’s Fair Price Shops have 
been the biggest casualty as organised retail 
struggles to cope with higher rentals, power and 
staff costs, which constitute 18-25 per cent of 
the revenues. Biyani's bets have come down to 
managing these stores, which are constantly 
threatened by kirana stores. He confesses that 
itis the end of an era for the neighbourhood su- 
permarkets. “This year, we will add only 2.5 mil- 
lion sq. ft and will not expand in suburbs of 
cities any more,” he says. A report by CLSA Asia 
Pacific Markets lays out the mistakes in the In- 
dian market and states that small-sized food 
and grocery or supermarket format is unviable. 

Earlier, in 2006, Biyani decided to exit the 
home furnishing format ‘Mela’ within a month 
of its launch. Fashion Station, a discounted pri- 
vate-label fashion merchandise, was converted 
to Fashion @ Big Bazaar. Such slam-bang exper- 
imentation is common in all high-growth sec- 
tors, but Biyani has also had to look over the 
shoulder at the competition closing in on him. 


Leader's Resolve 

In 2006, a host of existing and wannabe retail- 
ers were snapping at Biyani's heels. While some 
such as RPG group-owned Spencer's Retail 
were still some steps behind Biyani's PRIL, oth- 
ers such as Raheja group's Shoppers Stop were 
neck and neck in sales. But what threatened 
Biyanis numero uno status the most was 
Reliance Industries announcement of a 
Rs 25,000-crore plan to enter the retail sector 
and dominate it with 10 million sq. ft of space 
and 1,000 stores by 2010. 

As the leader in organised retail, Biyani had 
to act to keep ahead. And he did. PRIL grew 2.5 
times from 5 million sq. ft to 12 million sq. ft in 
aspan oftwo years until March 2009. It came at 
a steep price. The expansion raised his interest 
outgo by five times, from Rs 43 crore to Rs 200 
crore in fiscal 2009. PRIL’s interest coverage 
ratio (which shows how easily a firm can pay in- 
terest on outstanding debt) has fallen to 2.20 
times — it was 5.17 in 2006 and 2.69 in 2007. 
This means making interest payments are be- 
coming more difficult than it used to be. 

Here's the nub of the problem. While PRIL's 
revenues seem to be growing nicely, its other fi- 


PROFIT GROWTH Pantaloon's profit has been treading in the negative territory since June 2007 
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"PANTALOON 
SHOPPERS STOP 
VISHAL 
TRENT 
SPENCER'S 


Sranane ia ya nt Dish rara 
un ie 
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nancials are actually deteriorating. The com- 
pany recored a profit of Rs 102 crore in the first 
nine months FY09, a 27 per cent rise compared 
to FYOS. But on consolidated basis PRIL re- 
ported net loss of Rs 61.55 crore in FYOS be- 
cause of high depreciation, rentals and wages. 

The company also seems to be running out of 
cash. *They have not generated any cash from 
operations (in the past five years). The down- 
trading of domestic consumption is affecting 
retailers. Apart from such shrinkages, higher 
debt costs are also pinching them,” says Indra- 
jeet Kelkar, retail analyst at Dolat Capital in 
Mumbai. And its return on investments are not 
all that hot either. 

With Rs 362 crore payable every year to meet 
long-term debt obligations for the next six 
years, PRIL' 3 per cent return on capital em- 
ployed may not be enough. On capital em- 
ployed of Rs 5,342 crore, PRIL delivered a 
turnover of Rs 5,295 crore in 2007-08, repre- 
senting a cash churn of only 0.98 times of capi- 
tal employed. Internationally, Wal-Mart gener- 
ates 2.29 times, but then the firm is a global 


ee 





behemoth. PRIL also has Rs 250 crore worth of 
inventory on its books and many believe the 
groups extended discount sales are testimony 
to this. But Biyani rubbishes such statements 
and remains rooted to the Indian retail story. 
Investor confidence in PRIL has hit a low too. 
As against a 63.7 per cent drop in the Sensex 
from its peak, PRIL' stock has fallen 80 per cent 
from a high of Rs 876 on 2 January 2008 to 169 
on 6 April 2009. Its market cap has dipped from 
a peak of Rs 12,913 crore in January 2008 to Rs 
2,961 crore on 6 April 2009 (See ‘Market Cap- 
talisation' on page 28). And with 21 million war- 
rants worth Rs 1,050 crore coming up for con- 
version in three months, Biyani is a burdened 
man. He refuses to discuss the details of how he 
would arrange the finances for this but he is be- 
lieved to have committed shares worth $85 mil- 
lion as a secondary pledge. This is a collateral to 
a primary pledge, which he would not disclose. 
It is a tight-rope walk for Biyani, a man who 
has his moorings in western and oriental 
philosophies. He candidly admits that the su- 
permarket format is challenged. “Businessmen 
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make mistakes and only one Indian retailer has 
lost out so far. That man too can return if he 
raises money. The Indian retail business is 
alive,” insists Biyani, convinced that he can fight 
the slowdown. Only the short-term forecast is 
not very encouraging. According to Mumbai- 
based Cartesian Consulting, 53 per cent of re- 
tailers’ confidence in the market is shaken as 
they believe that the current uncertainty is 
likely to continue for at least 18 months. 

Biyani's book Jt Happened In India swears by 
his ability to defy the conventional wisdom. 
Only this time, his wisdom will be tested in the 
kind of market that no one has faced before. Ac- 
cording to Crisil Research, the retail sector had 
grown at a CAGR (compound annual growth 
rate) of 10-14 per cent in the past three years 
driven by favourable demographics, rising dis- 
posable income and increasing urbanisation. 
During this period, organised retail grew ata 
higher rate of 28 per cent. With the slowdown, 
Crisil expects organised retail to grow 13 per 
cent per annum from Rs 85,000 crore in 2007- 
08 to Rs 1,10,970 crore in 2009-10. 


The drop in customer 
footfalls and conversion 
ratios have been a double 
whammy for the retail 
business, resulting in low- 
er inventory turnover and 
higher working capital re- 
quirements. “Retailers 
overestimated the growth 
potential in India,” says 
Devangshu Datta, CEO of 
Third Eyesight, a retail 
consultancy firm in Delhi. 
Datta says retailers pro- 
jected that organised retail 
will grab 20 per cent of the 
total retail market by 
2012, while it still lan- 
guishes at 5 per cent. Now 
that those projections 
seem unreal, large groups 
such as Aditya Birla Retail 
and Reliance Retail have 


slowed their business 
plans too. 
Over the past two years, 


Spencer's opened over 300 
stores, Reliance opened 
900 stores in three years 
and Aditya Birla 600 
stores in two years. Today, 
some of these stores are 





shuttered and others may be closed down as 
well. The most disappointing has been the su- 
permarkets format, which accounted for about 
75 per cent of all new stores. “Although many 
achieved scale in terms of the number of stores, 
they did not build the supply chain,” says Ajay 
D'Souza, head of Crisil Research in Mumbai. He 
adds that competing with kirana stores, which 
have a 95 per cent market share, became difficult 
in this period. This, combined with low same- 
store sales in certain geographies, higher debt 
and negative cash flows, have caused several 
stores to shut down. “Your sales have to be very 
high if you are a retail store in the food cate- 
gory, he says. 

“It is regular customer traffic that drives vol- 
umes and retailers have not been able to keep 
loyal customers to generate profitability, says 
Hemant Kalbag, principal consultant at A.T. 
Kearney in Mumbai. He cites the example of 
Wal-Mart, whose net sales in the fourth quarter 
of fiscal 2008 were $106.26 billion, a growth of 
8.3 per cent compared to fourth quarter of 
2007. Kalbag adds that the business model has 
to be right, which means the retail store needs 
to be supported by its assortment of value items 
in a store, which will generate high store sales. 
This, analysts say, should also be supported by a 
strong supply chain. But the slowdown has not 
helped in this quest. 

Now, Reliance is focused more on its jew- 
ellery and lifestyle retail. Analysts say the com- 
pany will not expand its food retail operations 
any more. The company refused to comment. 
Aditya Birla's supermarket chain Mores CEO 
Thomas believes in the supermarket format, 
and hopes that it becomes successful in the long 
run. RPG Enterprises that has invested Rs 
2,400 crore in its retail arm Spencer's hopes to 
break even in two years. "Our supermarkets are 
not into value retailing like the others," says 
Samar S. Sheikhawat, vice-president of market- 
ing at Spencer's Retail. It has slowed expansion 
too. Biyani's closest competitor Raheja Group, 
which runs 31 stores of Shoppers Stop and Hy- 
per City, has not had a very good year either. 

Although Shoppers Stop sales have clocked 
Rs 963.42 crore by the end of December 2008, 
analysts say the company will continue to see 
losses till the second quarter of this fiscal year 
— it had losses of Rs 46.3 crore last year. Govind 
Shirkhande, CEO of Shoppers Stop Limited in 
Mumbai, cites three reasons for the poor show: 
first, the Indian Premier League (IPL) stole 
weekend shoppers away from stores last year; 
second, lack of credit for expansion; and, finally, 
a systemic problem — the delay ofthe launch of 
a few stores because builders ran out of money 
to finish malls on time. 
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CASH CRUNCH 


Pantaloon's financial woes are overshadowing the company's business 
strengths and innovative strategies 


AREAS OF CONCERN 

e Needs to pay Rs 362 crore every year towards long-term debt 

e No cash generated from operations for the past five years 

e 21 million share warrants coming up for conversion soon 

e Challenge posed by kirana stores, which still dominate the segment 
e Difficulties in raising money to keep supermarkets operational 


AREAS OF STRENGTH 

e Focuses heavily on value 

e Private labels are 25 per cent of its business 

e Created a logistics firm to support its retail business 
e Works with 4,000 vendors for private labels 

e Creating a customer database through Future Cards 


Redemption Time 


His first stop, 


HEMANT MISHRA 





SLOWDOWN EFFECT: 
Retailers across the 
country have seen a 
30 per cent drop in 

footfalls 


ture Group in Mumbai. 


Next, down as he may be, Biyani has invested 
in something that he had failed to create earlier 
— a data set to evaluate the buying behaviour of 
the customer. PRIL has launched its own ‘Fu- 
ture’ Visa/Mastercards and top-up shopping 
cards. This move, if it succeeds, will give it ac- 
cess to data on buying patterns of more than 
3 million customers. It will help him tailor the 
offerings to suit individual needs. “The trick lies 
in trying to figure out the 20 per cent shopping 
variation or buying behaviour that exists in each 


geographical location,” says Biyani. 


So how does Biyani 
plan to extract himself 
out of the tight situa- 
tion he finds himself 
in? “I am not going to 
divulge any financial 
information. But I 
won't gear myself so 
much that I run out of 
business,” says Biyani. 


course, is cost-cutting. 
PRIL’s rent payout of 
roughly Rs 300 crore 
averages just 6 per 
cent of sales against 
the industry average of 
8-10 per cent but Biyani is trying to cut costs even 
further. But over the past eight months, Biyani 
has switched from lease rentals to revenue-shar- 
ing with mall owners in over 80 stores to tackle 
the downturn. “Most of our new stores pays 
builders a percentage of the net sales. Carrying a 
fixed cost in a down market is a burden,” says 
Rajan Malhotra, president of retail strategy, Fu- 


Yet another area that got overlooked in the 
growth run was efficient logistics management. 
With a capex of Rs 600 crore disbursed over the 
past year, Biyani has launched Future Logistics, 
a separate company that has 4 million sq. ft of 
warehouse space and will also offer transporta- 
tion solutions to all his retail stores. On the rev- 
enue side, PRIL will focus heavily on private la- 
bels where margins are 50-80 per cent — 
because there are no distributors — against 
branded sales margin of 5-25 per cent. 

Private labels, which constitute 25 per cent of 
sales, are now projected to go up to 40 per cent 
by 2011, according to Rakesh Biyani, executive 
director of Future Group. In 2008, for instance, 
PRIL sold 5 million private label DVD players 
at a price point of Rs 1,200. For a DVD player it 
is an unbeatable price. “I add value to what the 
customer needs and our company has achieved 
low price points by working with 4,000 SME 
vendors,” says Biyani. Expect more of that in the 
apparel business (40 per cent of PRIL’s 
turnover) and food and grocery items (35 per 
cent). The Future Group has already acquired 
Godrej Aadhaar in 2008 from Godrej Agrovet, 
this gives PRIL access to over 60,000 villages in 
the country. Aadhaar now functions as a retail 
store that provides inputs to farmers; it also 
sells FMCG and electronic products to the rural 
retail customer. 


The Home Stretch 
Going forward, PRILS threats are no longer ex- 
ternal, they are growing within. The debt serv- 
ice coverage ratio (the ratio of net operating in- 
come to debt payments), as of June 2008, was 
0.90. This ratio should ideally be over 1. But it 
threatens to remain at these levels even this 
year. The ratio brings us back to the basics: the 
company is not generating enough income to 
pay its debt obligations. This would mean that 
Biyani would have to delve into his personal 
funds every month to keep PRIL afloat. But is 
he really doing that? He chooses not to answer 
any questions on financials, but he has recently 
dabbled with the idea of splitting his retail oper- 
ations into two firms to unlock value, where the 
value retail arm will be independent of PRIL. 
Being an entrepreneur, Biyani is not shy of 
burning his fingers. But for the moment he has 
consultants helping PRIL to identify leaders 
among its employees by implementing : 
"mythology based training" in the office. His 
shareholders though may have to wait it out 
before he can deliver a decent return on their 
investment. 





With inputs from Sourav Ray 
vishal.krishna@abp.in 
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Hope Springs 
Eternal 


by omkar goswami 


ON FRIDAY, 12 SEPTEMBER 2008, THE DOW JONES 
Industrial closed at 11422. That Sunday 
night, the word about Lehman’s bankruptcy 
was out. From Monday morning, everything 
began to collapse everywhere. By Monday, 9 
March 2009, the Dow closed at a low of 6547 
— having wiped out almost 43 per cent of its 
value in 121 trading days. 

In the meanwhile, on a bitterly cold but 
sun-drenched day in January 2009, Barack 
Obama became the 44th US President. That 
itself was a cause of hope, especially after 
years of poor governance under George W. 
Bush. Obama then managed to get the US 





The latest US 


with a year-on-year increase. Thanks to 
additional properties entering the market 
due to almost 3.5 million foreclosures 
between January 2008 and January 2009, 
the chances of home prices firming up 
quickly seem very remote. 

Retail spends continue to fall. The latest 
data shows that retail sales, including food 
services, for February 2009 were 8.1 per cent 
less than a year ago; auto sales were 26 per 
cent lower; and furniture and home furnish- 
ing 10 per cent less. Consumer confidence is 
still taking a bashing. The Conference 
Board’s Consumer Confidence Index for 
March 2009 was at 26 (1985 = 100), com- 
pared to 61 in September 2008 — a fall of 57 
per cent in six months. 

Then there is rising non-farm unemploy- 
ment. In March 2009, it stood at 8.5 per cent 
— the highest since November 1983. In the 
net, some 663,000 people lost their jobs in 
March 2009; which came on the heels of 
651,000 in February and 741,000 in Janu- 
ary. In the first quarter of calendar 2009, 


Congress to approve an $800-billion bailout market rally therefore, over 2 million were thrown out of 
package in February 2009. Come March, A work in the US. Add to that another 1.7 mil- 
some commentators started talking of a is not green lion net job losses in October-December 
change in the air. The markets, too, seemed shoots' of 2008, and it totals to a staggering 3.75 mil- 


to sniff a change. Between 9 March and 3 
April, the Dow rallied to gain 22.5 per cent. 
Even Ben Bernanke, chairman of the US 
Federal Reserve, said in his first-ever televi- 
sion interview to Scott Pelley of the CBS that 
the 'green shoots' of economic revival were 
evident in some sectors of the economy. 

Are we witnessing the green shoots of an 
early spring? Is this the beginning of a US 
turnaround? While I would certainly pray 
so, I think not. Let me suggest why. 

The positive is that, in all likelihood, the financial sector 
turmoil is a thing ofthe past. However, the facts regarding 
the real sectors are not at all encouraging. Let us begin with 
home prices, whose value is the basis for financing discre- 
tionary consumption spends in the US. As on January 2009 
— the month for which the latest data is available — the Case 
Shiller 20-city index was continuing to move south, and 
ruled at 29 per cent below the peak levels attained in July 
2006. In other words, for a very large number of US home- 
owners, there just isn't any slack in their consumption 
budget — the stuff that creates the demand to bring about a 
sustained uptick. Moreover, I do not see home prices flatten- 
ing out very quickly. Despite promised relief from banks, the 
number of foreclosures are still far too high. January 2009 
saw 274,399 foreclosure filings in the US — a small decrease 
compared to December, but still the 37th consecutive month 


revival. Most 
likely, the 
pain will 
continue till 
mid-2010 


lion since October 2008. States such as 
Michigan (of Detroit fame) have an unem- 
ployment rate of 12 per cent. What it means 
is that approximately one in eight ofthe non- 
farm labour force in Michigan is now jobless. 

Is all this what the Financial Times has re- 
cently christened 'pessimism porn'? The 
state where you layer one bad news over the 
other to see how much more of it can you 
heap with sadistic glee? Where the mantra 
of darkness and gloom is determined to snuff out even the 
slightest ray of hope? 

There is no doubt that the US has been making the right 
policy moves, especially under Obama. And the G20's 
concerted $1.1 trillion bailout — of which $750 billion is 
earmarked to enhance the International Monetary Fund's 
capital — will help in turning the tide. All these are the good 
news. But it is no less important to recognise that it is still a 
long haul for the US, the UK, Europe and Japan. To see 
green shoots in a bear market rally is like pretending that it. 
is spring in the middle of a long and terribly cold winter. 

To be sure, animal spirits will come out of hibernation. For 
the US, that is somewhere in mid-2010. Later, perhaps, for 
the UK, the Euro zone and Japan. 


The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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Why The 


India’s first 
clinical trial 
audit should 


be taken to 
its logical 
conclusion 


Secrecy? 


by Gauri Kamath 


LAST NOVEMBER, SURINDER SINGH, THE DRUGS 
Controller General of India (DCGI), said he 
would investigate an infant’s death in a clinical 
trial for a newer version of US drug maker 
Wyeth’s pneumococcal vaccine Prevenar. The 
trial, held at Bangalore’s St John’s National 
Academy of Health Sciences, was sponsored by 
Wyeth and monitored by Hyderabad-based 
clinical research organisation (CRO) GVK Bio- 
sciences. The investigation led to India’s first 
‘audit’ of a clinical trial. In an audit, an official 
inspects the trial site such as a hospital, exam- 
ines if it has followed the rules, verifies the in- 


FINDING THE RIGHT 


| DOSE: Transparency 
will inspire trust in the 
DCGI's ability to regulate 





WII: pharmaceuticals 


tegrity of data generated, and checks that the 
safety of subjects has not been compromised. 

While the number of clinical trials — safety 
and efficacy tests of new drugs and devices on 
humans — in India has been rising, DCGI's of- 
fice had until recently pleaded inadequate man- 
power and resources to perform such inspec- 
tions. Singh, who took charge in February 2008, 
*achieved what previous administrations could 
not, and should be applauded for it", says Manni 
Kantipudi, president of GVK Biosciences. 

Yet, nearly six months after the baby's death 
in October 2008, and nearly three months after 
the audit, there is little clarity on what went 
wrong. "There is no official word on the result of 
this (audit); says Urmila Thatte, head ofthe de- 
partment of clinical pharmacology at Mumbai's 
KEM Hospital, which routinely conducts trials. 
“Was someone at fault? Was there negligence? 
These are questions that need answering.” 

What has confounded observers further are 
statements that Singh and his office have made 
to newspapers before and after the audit that 
hint at wrongdoing or mismanagement without 
linking it to the baby’s death, and without put- 
ting out a final statement that pins responsibil- 
ity and suggests remedial action. 

One newspaper appears to have reviewed the 
investigation report, which is not in public do- 
main, but other interested parties — barring 
St John’s, Wyeth and GVK, which received let- 
ters from the DCGI — have been denied access. 
“There is still secrecy around it, says Amar 
Jesani, coordinator for Mumbai-based Centre 
for Studies in Ethics and Rights. “By leaking the 
report to the media in a selective manner, the 
DCGI seems to be relying on intrigue and ma- 
nipulation, rather than informed public debate.” 
Singh, who was travelling in Europe, did not re- : 
spond to BW’s emails and could not be reached 
over phone. However, an official in his office, 
under condition of anonymity, said whether or 
not to publish a report or statement would be “a 
policy decision” that only the DCGI could take, 
and nothing bound him to a timeframe for this. 


Incomplete Picture 
The information that the DCGT's office circu- 
lated through the media reveals some facts. 
One, the baby did not receive the trial vaccine 
but got Prevenar itself, to which the trial prod- 
uct was being compared. Two, the baby report- 
edly died nearly a week after she got the vac- 
cine's last dose, but was suffering from cough 
and diarrhoea at that time. Three, the baby re- 
portedly had an enlarged heart that could have 
been the result of a congenital disorder that had 
also caused the demise of an older sibling. 
However, one cannot draw any inferences 
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unless one is privy to a full report. Consider, for 
instance, a key contention by the DCGI that the 
baby should not have been included in the trial 
because of the heart problem. The trial protocol 
— which spells out criteria for participants, and 
is approved by the regulator — required only 
“healthy” babies, Singh told one newspaper. 

An enlarged heart may not reveal itself dur- 
ing a normal physical exam, says Bharat Dalvi, 
paediatric cardiologist at Nanavati Hospital in 
Mumbai. “If the baby's breathing, feeding and 
colour are normal, if there is no rapid heart rate 
and if all the pulses are well felt, the baby is 
healthy from a cardiac point of view" While he 
does not know ifthat would have been sufficient 
for the trial, children who have heart problems 
are not routinely denied vaccination, he says. 
That is a doctor's call (Dalvi does not conduct 
clinical trials). 

An X-ray could have detected an enlarged 


heart, but that would depend on whether 


Wyeth's trial protocol — which lists the tests to 
be performed before enrolment to include or 
rule out subjects — required such a screening. 
Nandini Kumar, a retired bioethicist of the 
Indian Council of Medical Research, says that 
more detailed screening may be required if a 
product has shown organ-specific side effects in 
earlier animal tests. In this case, it was not re- 
quired, says GVK's Kantipudi. The inspection 
also reportedly found that the baby's sibling had 
died at four months of age because of a cardiac 
problem. But the DCGI has yet to rule if doctors 
erred by not acting on that information. 
Kantipudi says the baby died of natural 
causes. GVK is working towards implementing 
the DCGI’s recommendations — such as re- 
training the doctors — post the audit, he says. 


_ But there are areas where GVK disagrees with 


the DCGI. Inspectors allege that the hospital 
did not maintain documentation of the baby’s 
medical examinations. GVK and St John’s say it 
did. “The trial has been conducted as per proto- 
col, maintaining good clinical practice and with 
the approval of the institutional ethical review 
board,” says Swarna Rekha, professor in the de- 
partment of paediatrics at St John’s who con- 
ducted the trial. What will the DCGI conclude? 

Narges Mahaluxmivala, former president of 
clinical development services at the Indian arm 
of American CRO Quintiles, expresses concern 
on DCGI's comments to the media even before 
the case was closed. “The only statement should 
have been that the study is under investigation,” 
she says, adding that once this is completed, the 
DCGI should publish its findings and decision 
on its website. 

Wyeth did not make a spokesperson available 
to comment on the issue. 


Trial And Error 


The DCGI's office has made many statement 
a full picture of what was wrong, if 
fault and the action taken has yet to | 


The Need To Know 

A trial involves multiple stakeholders: the 
sponsor whose product is being tested, the CRO 
that monitors the trial, and the principal inves- 
tigator or doctor who conducts the trial. There 
are also ethics committees — mostly affiliated 
to hospitals — that approve a trial and carry the 
onus of ensuring subject safety. 

An audit finding may hold important lessons 
for them. By keeping it secret, the DCGI misses 
an opportunity to guide them on how to im- 
prove their performance. “The US drugs regula- 
tor publishes on its website the observations 
made during an audit and also the responses 
of the audited,” says the India head of a global 
CRO in Mumbai under condition of anonymity. 
"This should be available on the DCGI's 
website, too.” 

Also, without disclosure, says Jesani, *this is 
hardly going to inspire confidence either in this 
investigation or the government's competence 
to regulate trials". 

Lending transparency will also provide an 
opportunity to the public to shape the debate on 
ethics in medical research. *The involvement of 
the general public is likely to play an increas- 
ingly important part in defining positions 
on research ethics at a national level," says a 
2008 report titled ‘Guiding Good Research’ by 
the non-profit Rand Corporation in Europe. 
The report says Europe has involved citizens in 
debating ethics positions, and the trend may 
grow stronger. Perhaps India — an increasingly 
sought-after clinical trials destination — should 
contribute to making that happen. 


gauri.kamath@abp.in 
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Bound Together 


Untested 
Solutions 


by nayan chanda 


THE MAGNITUDE OF THE GLOBAL FINANCIAL 
crisis may be such that only the earth’s geo- 
logical history can provide an adequate 
metaphor for comparison. What happened 
in Wall Street last September was the finan- 
cial equivalent of the gigantic asteroid strike 
that ended the reign of dinosaurs on the 
planet. This analogy may not be as far- 
fetched as it seems. The effort of G20 leaders 
trying to save the planet’s economy might be 
prefiguring the type of solutions scientists 
are talking about to prevent global warming. 

Some 65 million years ago, a giant asteroid 
struck off the coast of Mexico’s Yucatan 





The G20's 


lending criteria for trade transaction. Falling 
demand has precipitated a sharp decline in 
industrial output. Japanese exports have 
dropped nearly 50 per cent since the crisis 
broke. The high cost of letter of credit has 
hurt Asia’s suppliers of low-margin products 
to the global supply chains. China’s February 
exports dropped 26 per cent compared to the 
same month last year. 

Afraid of being left with unsold invento- 
ries amid an avalanche of pink slips and 
evaporating consumer demand, businesses 
are slashing production, and retailers have 
cut orders or shuttered stores. The net result 
of the shroud of toxic assets and debris cov- 
ering the planet has been a collapse in global _ 
demand, which, according to the World 
Bank, will drive export volumes down by 
roughly 9 per cent in 2009. 

Faced with an asphyxiating world econ- 
omy, the G20 has taken steps that can be 
compared to desperate measures climato- 
logists talk about in their plans to reverse 
global warming caused by greenhouse gases. 


peninsula with such force that the carbon Like those scientists that have proposed geo- 
deep in the earth’s crust liquefied, and was plan to create engineering to filter sunlight reaching the 
hurled into the sky, forming tiny airborne supercharged planet, the London summit has sought to 
beads that blanketed the planet. These beads beams of bring about the reverse effect by blasting 


prevented sunlight from reaching the earth 

for months, killing the planet’s vegetation 

along with the life forms dependent on it. 
The banking crisis that cratered Wall 


light to cut 
through the 


holes in the choking shroud of toxic clouds to 

let in the sun rays of credit and confidence. 
The G20 has agreed upon a package to 

provide $250 billion for trade finance over 


Street last year can be seen to have done toxic miasma two years. They hope that blockage of trade 
something similar in the financial world. It is a dubious caused by cash flow shortages can be allevi- 
felled some behemoths such as Bear Stearns ae ated by providing access to cheap short-term , 
and Lehman Brothers, and from the ruins of proposition finance. In total, they have pledged $1.1 tril- 


toxic subprime mortgages and the detritus of 

insolvent banks were hurled into the eco- 

nomic biosphere. Like the carbon particles of prehistoric 
times, the miasma spread by the banking collapse has 
blocked the sunlight of credit, the primary supply of ‘energy’ 
for businesses. In the first three months of this year, syndi- 
cated loans from banks have fallen by 61 per cent. Fear about 
the future has stricken economic activities that were not 
necessarily affected by Wall Street's travails. 

Although no hard data is yet available to assess the impact 
on businesses of diminishing credit, a joint survey by the 
IMF and the Bankers’ Association for Finance and Trade 
provides some early indications. It shows that more than 70 
per cent of respondents believe prices of various types of let- 
ters of credit have risen. About 90 per cent of banks report 
increased prices of both short and medium-term lending fa- 
cilities, in which the goods being traded serve as collateral. 
More than 90 per cent of banks in advanced economies and 
70 per cent in emerging markets report they have changed 


lion to restore credit and growth in the world 
economy. Is it likely to succeed? 

Scientists have talked about countering global warming 
through geo-engineering (the deliberate change of the earth's 
climate) by scattering incoming solar energy with spraying 
chemicals in stratosphere. Like such untested solutions, the 
G20’s plan to create supercharged beams of light to cut 
through the toxic miasma remains a dubious proposition. As 
long as zombie banks are not laid to rest, and balance sheets 
of other banks and financial institutions are not restored to 
health, there will be little confidence about a recovery that 
could encourage factories to resume production or retailers 
to place orders. Maybe the outlook will be clearer after somes 
of the banking and finance dinosaurs disappear and toxicity 
is sucked out of the air. 


The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@gmail.com 
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he Indian tea industry is moving 
+ ahead and the sale of Darjeeling 

and Assam tea has picked up as 
compared to previous year. There has 
been a slowdown in the growth of global 
tea industry but the international 
beverage market is quite strong. At the 
moment, there is shortage in tea 
production all across the globe owing 





Good Times Ahead 


to drought in Kenya, Argentina and Sri 
Lanka. The tea estates are being warned 
not to compromise on quality of the 
beverage rather than quantity. 

Acting as a regulator and facilitator to 
Offer an impetus to the quality of Indian 
tea has been Tea Board India, formed 
by the Tea Act 1953. The statutory body 
has a wide spectrum of activities starting 
from stepping up the quality of tea in 
the tea bushes to encouraging better 
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agricultural practices and promoting 
organic tea cultivation. According to 
Roshni Sen, Deputy Chairman, Tea 
Board India, “We have recently launched 
a new scheme -Organic Tea project 
funded by Common Fund for 
Commodity, a global outfit. Controlling 
the use of fertilizers and pesticides, 
planting new clones to upgrade the 
beverage quality in the tea 
gardens, factories and 
trading sphere and offering 
subsidy for providing updated machinery 
in tea factories are some of our 
prominent activities.” 

Dhunseri Tea, a well-known beverage 
provider has witnessed an annual sale 
of 30 lakh kg and has a beverage 
production of 12 million kg in a year. 
Informs C K Dhanuka, Managing 
Director, Dhunseri Tea, “Very soon, we 
will introduce our beverage brand “Lal 
Ghora” in Punjab. We are into trading 


DHUNSERI TEA & 


loose CTC tea through auction. The 
Indian tea industry has passed through 
a crisis period from 2000 to 2007 but 
is now doing well. The international 
beverage consumption is growing from 
21/9 to 3 per cent. The overall impact 
on the quantity will be around 5 per 
cent and there will be global pressure 
mounting on beverage prices in future." 
States Krishnan K Chirimar, Chairman, 
Raghunath Exports (P) Ltd, "India will 
substantially record a high export of the 
beverage in the current year and the 
beverage prices will go up. The Indian 
beverage market will remain steady in 
the days ahead. One of the major tea 
brokers has winded up its business that 
has paved the way for J. Thomas and 
Company Private Limited to emerge as 
the sole broker in the Indian tea sector. 
The only beverage broker is trying its 
best to exploit its current position to the 
maximum level." 


cie Ele 


INDUSTRIES LIMITED 


Manufacturers of best quality 
Assam, CTC and Orthodox Tea. 


Lal Ghora, Kala Ghora Packet Tea 
from the house of Dhunseri. 
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Company Limited needs no 

enumeration. Having formed in 
1839, the century-old beverage player 
is best known as the premier global tea 
company to set up tea gardens and 
export premium quality tea. The 
renowned beverage group has come a 
long way in the global tea industry and 
has clocked many significant milestones 
in its journey. The beverage player, a 
flagship company of Duncan Macneill 
Group features high as the bulk 
producer of tea and it manufactures 


= or beverage lovers, Assam 


organization emerge as the leading 
beverage group making exquisite, high 
quality beverage. The leading beverage 
player occupies the top slot for its 
premium-quality tea blends and has set 
many a trend in the tea industry of India. 
The organization has 16 factories and 
19 tea gardens sprawling over 12,000 
hectares of land. With 69 tea plantation 
units to its credit, the beverage group 
holds the prime position in owning fully 
organic tea estate called Rembeng in 
Assam. The tea gardens of the company 
are mostly on the banks of river 


Brewing Innovation 


Assam Company Limited 


ENSE ranks among few heritage tea 


See companies that dates back to 


the pre-Independence period 


and holds many surprises 


Dr K K Jajodia 


Group Chairman 


around 15 million kilograms of tea. 
Duncan Macneill Group is into tea 
plantation, packaging of tea, financial 
services, e-commerce, exploration and 
production of oil and natural gas. Assam 
Company is engaged in a wide range 
of activities like tea plantation, oil and 
gas exploration, production and supply 
and road transportation. 


It's more than a decade now that Dr K 
K Jajodia, Group Chairman of the 
beverage group has been spearheading 
the organization and bolstering the 
company to bring foreign direct 
investment (FDI) in terms of 
infrastructure, technology and finance. 
An eminent and a high-profile 
personality, Dr. Jajodia's far-sighted 
vision and expertise have made the 


with its novel blends. 
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Va 


Aditya K Jajodia 


Managing Director 


Brahmaputra in the North-eastern region 
of India. The organization features as 
the premier one to transact tea sales in 
the United Kingdom. 


The organization has been faring well 
owing to the immense contribution of 
Aditya K Jajodia, Managing Director of 
the beverage group. With two decades 
of experience in finance and business 
management tucked under his belt, 
Jajodia has a prominent role in 
positioning the organization's oil and 
gas segment to its current level of 
operation. He holds many executive 
positions like the Additional Vice 
Chairman of Indian Tea Association and 
Chairman of Finance and Infrastructure 
Sub-committee. Some of the prominent 
tea gardens of the company are 
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Digulturrung Tea Estate in Doom Dooma 
district of Assam, Dinjan Tea Estate, 
Nudwa Tea Estate, Rungagora, Thanai 
Tea Estate, Hazelbank, Maijan Tea 
Estate, Khoomtaie Tea Estate, 
Borborooah Tea Estate, Doomur 
Dullung, Kondoli Tea Estate, Salonah, 
Kotalgoorie Tea Estate, Mohokutie Tea 
Estate, Hajua, Greenwood Tea Estate, 
Oaklands and Rembeng Tea Estate. 
Thanai Tea Estate is reputed to produce 
great beverage blends and has updated 
factories that keep with the sound quality 
of orthodox tea production. Some of 
the world's best CTC tea comes from 
Hazelbank Tea Estate. While the Maijan 
Tea Estate has the state-of-the-art tea 
factory and Greenwood Tea Estate of 
the company is a well established mark 
in the beverage industry of India. The 
largest tea estate of the organization is 
Salonah Tea Estate spread in four 
divisions. The tea garden is known to 
maintain consistency in its leaf 
appearance. The most sought-after 
beverage has been Rembeng tea and 
the only global tea estate with an exotic 
raspberry jam flavour is Oaklands Tea 
Estate. The beverage from Doomur 
Dullung Tea Estate is noted for its 
unmatched flavour and taste. There is 
Hajua tea garden that forms the first 
clone tea garden in the country. 


The beverage provider is into 
experimenting with new beverage 
blends in its Greenwood Tea Estate. 
The estate has made a novel attempt 
to roll out a unique blend of fragrant 
flower tea that has caught the attention 
of beverage connoisseurs. This variety 
of winter flush tea with a floral aroma  . 
and fresh from the garden has been 
widely accepted in the global beverage 
market. The new blend from the brand- 
Greenwood Winter flush White is doing 
great business and has fetched a 
modest price of Rs 4,320 per kg. 


~~ 





Charter 
In 1825 an intrepid 


braved the mighty 
Brahmaputra to sow 
the first seeds of the 
tea industry in the 
wilderness of Assam. 


Dr K K Jajodia 
Group Chairman 


the first consignment 


Indian shores for the London market ... 
was born a mighty enterprise ... the first 
commercial tea company in the world — The 
Assam Company. 

A member of the U.K. based Duncan Macneill 
Group, Assam Company Limited, today, 
comprises professional companies engaged in 
multifaceted activities like tea plantation, oil & 
gas exploration and production, infrastructure, 
SEZ and power. 

Formed at a meeting of distinguished British 


merchants and Indian luminaries such as Prince | 


Dwarkanath Tagore (grandfather of poet and 
Nobel Laureate Rabindranath Tagore), Babu 


Motilal Sil and others in London on 12 February. : 
exclusive tea flavours catering to diverse tastes, 


: times and moods. 
The Bengal Tea Association, a company formed | 
in Calcutta. The name of the company was decided ` 
upon keeping in mind the fact that coal, timber : 


1839 with a capital of £500,000, The Assam 
Company immediately thereafter, merged with 


and oil were all to be found in the region and 
there was a distinct possibility of trading in any 
or all of these commodities, besides tea. 


in recognition of its pioneering excellence, the 


company was granted a Deed of British Parliament : 


and was awarded the 


A heritage by Royal : 
. constitute what was known as Assam Company 
: (India) Limited. 

gunboat commander | 


Fourteen years later : 


sterling companies, were amalgamated to 


Taking Assam to the world 


: Over the years the company has maintained its 


strong commitment to tea, specializing in the 


: cultivation, manufacture and marketing of some 
. ofthe finest Assam teas. 


Keeping pace with technology and modern 
management practices its 16 factories and 


| plantations sprawling across 16,000 hectares, 
of Assam tea left the | 


and thus : 


produce fine teas, acclaimed the world over. 


The highly successful chain of Camellia Tea Bars, 


Group companies 
* Assam Company Ltd., India 
* Assam Oil Company Ltd., UK 


* Duncan Macneill Natural Resources Ltd., UK 

* Assam Oil and Gas Ltd., India 

* Gujarat Hydrocarbon & Energy SEZ Ltd., India 
* D.M. Tea International Ltd., UK 


now present in most of Kolkata's premium clubs 
and other select locations has reinvigorated the 
tea drinking habit in today's young and health 
conscious people, with an array of 30 unique and 


Fuelling economic development ... in India & 
abroad 
Post-liberalization of Indian government policies, 


in 1994, Assam Company diversified into the oil 


| & gas industry focussing on exploration, 
: development and production. In fact, in India, oil 
From 1844 the company was on the upswing and. : 


was first discovered in Digboi in 1889 by an 


: associate company of the erstwhile The Assam 


Company, the Assam Railway and Trading 





. Company, that laid the first railway track through 


the heartland of Assam. The Assam Company 


. consortium was awarded the Amguri Block and 


AA-ON/7 in Assam under the pre-NELP round 
of bids in 1996. While AA-ON/7 is under 
exploration, the oil production from the Amguri 
Block commenced in April 2006. The prospective 


. resource estimate (high) of Amguri are up to 239 
: MMbbis (OOIP) and up to 407 bef (OGIP). The 
: production is being rapidly ramped up. 

: Currently Assam Company has participating 
. interests in 5 assets (including Laxmijan, Bihubar 
: and Barsilla being operated through a JV with 
: ONGC) in the Assam-Arakan basin, one of the 
: four large onshore basins in the country. 
: The wholly owned subsidiary Duncan Macneill 


Natural Resources, UK is exploring for the 


: hydrocarbon blocks overseas i.e. Azerbaijan, 


Egypt, Indonesia, Mongolia, Nigeria, South 
Australia etc. 


Partnering India's hydrocarbon infrastructure 


. growth 
. In a joint venture with Gujarat State Petroleum 
: Corporation, Assam Company is setting up the 


Gujarat Hydrocarbon & Energy SEZ Ltd., a 450 


: acre SEZ in Gujarat, approved by the Ministry of 
. Commerce, at an investment of Rs 2000 crore for 
. oil & gas, energy, petrochemical engineering 
: products and related services. The company holds 
: 8995, while the balance 11% in held by GSPC. 


The land acquisition for the SEZ is nearing 


. completion and operations are expected to 
. commence in 2010, aiding a quantum jump in 


India's hydrocarbon infrastructure. 


. Welcome to the future 

. Assam Company continues to forge ahead to meet 
: the challenges of the 21st century with forays in 
` both the traditional and new- economic sectors 


with the support of its 


Royal Charter by Her 1839 : 1845 1889 | 1917 1994 dedicated and loyal 

Majesty Queen z^ d utis Sterling Compani A strength of its 
dnm E First oil discovery in terling Companies Diversified into S 2 3 

"P Oe founded th a } 

Victoria in 1845. The Company raa E oyal Chr Fad Digboi, Assam les ax b. oil and gas employees. | 

company declared its The company is 

first dividend in : nn oW ^o DAL actively scouting for 

1846. In 1977, much ee Ld A Ke M 2005 2006 2007 participants in 

after the momentous andan loration block: Field ONGC awarded Initial oil production at i hansen MoU with GSPC for the hydrocarbon 

years of inde- AA-ON/7 under — — Laxmijan,Bihubar, Barsilla Amguri hydrocarbon SEZ sector, who wish 

pre-NELP rounds to Assam Company 
pendence, the | — to leverage the 





partition of the 
country and the 
World War, the 
Indian undertakings 
of The Assam 
Company, along with 
those of five other 





founded 1839 








Assam Company Limited 


Member Duncan Macneill Group 


Corporate Office : #301, VIPPs Centre, Greater Kailash Part-II], New Delhi-110048 


Head Office : 52, Chowringhee Road, Kolkata-700071 


Registered Office : Greenwood, P.O. Dibrugarh-786001, Assam 








Unlocking the latent value of the C ompany 


state-of-the-art 
infrastructure and 
facilities provided by 
the SEZ, for an 
enhanced presence in 
the competitive 
market. 
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Banks need 
to realign 
ATM plans 
with the end 
of transac- 
tion charges 


ROOM FOR GROWTH: 
There are 40 ATMs 
per million people in 
India today, while 
China has 66 


e.g banking 
ithdrawal 


ptoms 


by Muthukumar K. 


ALL FOOLS DAY MIGHT NOT BE THE DAY FOR 
bounty, but banking customers ought to be 
happy. Starting this 1 April, the Reserve Bank of 
India (RBI) has mandated that cash with- 
drawals from any automated teller machine 
(ATM), regardless of which bank you are bank- 
ing with, are free of cost. Earlier, banks charged 
customers Rs 15-20 per transaction for using 
the ATM from another bank's network. 

This is good news especially for customers 
with accounts at banks with smaller ATM 
networks. But not so for the banks though, 
whose cost of providing services will be altered. 

For a start, the costs of providing services will 
be changed; banks with over a thousand ATMs, 
such as State Bank of India (SBI), ICICI Bank, 
Axis Bank, Canara Bank and HDFC Bank, will 
probably stand to gain. While the individual 
customer herself may not have to pay the user 
fee, her bank will nevertheless have to pay the 
interchange fee, as it is called, if she uses an 
ATM from another bank’s network. 

“Before this, our customer would have trav- 
elled a few kilometres to transact at our own 
ATM. Now, he might just hop into any ATM 
nearby,” says C.D.K. Sai Narain, general man- 
ager, transaction banking and strategic initia- 
tives at Standard Chartered Bank (StanChart). 

Second, banks with smaller ATM networks 
face challenges of customer retention. Christo- 
pher Knittel and Victor Stango, professors at 
the University of California at Davis Graduate 
School of Business, are among those who 
undertook studies showing that customer 
deposits in the US — as a proxy for developed 
markets — tend to move to banks with larger 
ATM networks. 

In India, HDFC Bank and Axis Bank are 
examples of banks who became net acquirers of 
customers: their ATM networks attract about 
15-20 per cent of ATM transactions from 
customers who have accounts with other banks. 
By contrast, StanChart is a net issuer — as 
much as 60 per cent of ATM transactions of its 
customers are done at the ATMs of other banks. 
For Kotak Mahindra Bank, the number is 40 
per cent. 


BLOOMBERG 


The risk for customers of these smaller banks 
is higher indirect costs by way of maintenance - 
charge, higher minimum balance and so on, 
says a senior banking official who did not want 
to be named. 

K.V.S. Manian, group head of retail liabilities 
and branch banking at Kotak Mahindra Bank, 
says his bank follows a variable model. “We have 
been doing this even earlier, where we paid 
HDFC Bank for each transaction that our 
customer did in their ATM,’ he points out. 
“Going forward, we will watch customer usage 
patterns more keenly, and install our own 
ATM network.” 

Recall those multiple ATM machines of 
different banks all clustered together within 
shouting distance of each other in several areas 
in your city? They might become a thing of the 
past too. With the latest rule of no ATM 
transaction fees, the number of ATMs on your . 
street corner may come down, too, as many 
banks may opt to transfer their ATMs to 
another location. 


ATM Economics 
Expanding ATM networks comes at a cost. 
There are installation costs — which can range 
from Rs 5 lakh to Rs 8 lakh per ATM — and 
operating and maintenance costs — including 
the costs of keeping them stocked with cash, 
which run into several lakh rupees per machine 
per year. So the ATM networks will have to earn 
their keep in transaction fees. 

There is no fee structure for ATM transac- 
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tions in India, but the US market offers some 
' indications. A customer from Bank A using an 
ATM from Bank B will generate a switch cost, 
which Bank A will have to pay the network for 
routing the transaction (using US data, this is 
. about 3 cents per transaction). As issuer of the 

ATM card, Bank A must also pay Bank B, the 
ATM owner, a separate interchange fee (about 
30 cents per transaction). 

The RBI prevents banks from charging cus- 
tomers any fees for now, but it may be forced to 
revise its stance once the ATM networks grow 
to such a level that the economics will demand 
it. Dove Consulting, a Boston-based consulting 
firm, estimated that the average monthly cost 
for an ATM in 2003 was $1,314 (Rs 66,800); 
unofficial estimates put that number at 
Rs 60,000 for an ATM in India today. 

But owning an ATM network also presents a 
revenue-generating opportunity; ATMs can be 
seen as part of the infrastructure that supports 
banking services and products, and can gener- 
ate user fees. Recent media reports had sug- 
gested that ICICI Bank was considering hiving 
off its 4,400-strong ATM network into a sepa- 
rate entity to make the bank's balance sheet 
"asset-light"; that decision may now be recon- 
sidered. ICICI Bank declined to comment. 

How much will things change? *The volume 
of transactions are likely to go up since proxim- 
ity could lead to customers withdrawing lesser 
cash per transaction than before — say, for a 
week's requirements instead of two weeks; says 
Ravi Shankar, executive vice-president and 


Compared with private banks, PSU banks are 
to have ATMs at their branches 


Bank No. of 


ATMs 


8,433 
2,006 
1,516 
1,146 


State Bank Group 
Canara Bank 

Punjab National Bank 
Union Bank Of India 


ICICI Bank 
Axis Bank 
HDFC Bank 


3,881 
2,7164 
1,980 


465 
223 
177 


Citibank 
Standard Chartered Bank 
HSBC 


yet 


Percentage of 
| ATMs to branches 





country head of cash management services and 
direct banking at Yes Bank. Since interchange 
fees are on per-transaction basis, this could jack 
up costs even more. 


Banking On Growth 

But the new rule is unlikely to dent the ATM 
rollout of banks, particularly public sector 
banks. A lot of them are yet to have an ATM 
attached to their branch. For example, only 26 
per cent of Punjab National Bank branches 
have ATMs. “On an average, it costs a bank 
Rs 15 if a customer transacts through its ATM, 
compared to Rs 50 if she uses a branch teller,” 
says Loney Antony, managing director of Prizm 
Payments, an ATM transaction processing 
company. “Since the real estate required for in- 
stalling an ATM is almost zero cost, there are 
substantial savings.” 

The future expansion plan for private as well 
as foreign banks will have to include more off- 
site ATMs, given the size of the branch network. 
This implies paying for real estate at high-street 
stores and malls where lease rentals could be 
higher. Today, there are 40,000 ATMs out of 
which 30,000 are with PSU banks, while the 
rest are with private and foreign banks. 

There are 40 ATMs per million people in 
India, which is very low compared to countries 
such as China (66), Hong Kong (402), Australia 
(500) and Canada (532). There are an esti- 
mated 1.7 million ATMs in the world. A new 
ATM is installed in the world every five 
minutes. While the number for India could be 
lower because large parts of the coun- 
try are still underbanked, an interest- 
ing trend has emerged in developed 
countries. In several countries, in- 
cluding the US, ATM installations 
and the overall number of transac- 
tions are falling, thanks to higher us- 
age of debit cards and online banking. 
ATMs now also play the role of brand 
builders for malls and airports. 

And till recently, the teller machine 
in India was just a cash regurgitator. 
“Cross-selling could take place now, 
and offsite ATMs could conceivably be 
looked at as an option to get greater 
visibility,” says Vaibhav Agrawal, 
banking analyst at Angel Broking, a 
securities firm, in Mumbai. Maybe 
ATM machines would talk to cus- 
tomers now. Or possibly sing a tune. 
After all, there are some prospective 
customers to woo in that queue. 

With inputs from Raghu Mohan 
muthukumar.kailasam (a) abp.in 
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Are consent 
orders the 
right means 
for Sebi to 
resolve 
offences? 


NO 


Seb 
C.B. B 
regulator's 
order proce 
raised new į 


Quick-Fix 


Formula 


by Rajesh Gajra 


IT IS A CAUSE FOR CONCERN OR A CAUSE FOR CELE- 
bration, depending on how you look at it. The 
past one year has seen significant rise in the full 
and final clearance by the Securities and Ex- 
change Board of India (Sebi) on the number of 
cases of rules enforcement action against inter- 
mediaries, listed companies and investors that 
are under investigation or where Sebi has 
already passed interim or final orders. 

These clearances come through the consent 
orders process introduced by Sebi in October 
2007 (see ‘Orders Structure’). Similar to the 
concept of a plea bargain in criminal cases that 
the Indian judicial system allows, since January 


! stockmarket 


2006 consent orders have provided both Sebi 
and those under its regulation an option to set- 
tle cases of violations of its legislations and reg- 
ulations — proven or unproven. Sebi does not 
need to prove an offence, while the other party 
does not have to admit any guilt formally. 

Such a settlement — Sebi has passed over 
300 consent orders so far — entails payment of 
Rs 5,000 to Rs 3 crore or more. Sebi's 20 April 
2007 circular, which paved way for consent or- 
ders in the securities market, stated that such 
orders provide the regulator the "flexibility of 
wider array of enforcement actions which will 
achieve the twin goals of an appropriate sanc- 
tion and deterrence without resorting to a long- 
drawn litigation before Sebi, tribunal or courts. 
Passing of consent orders will also reduce regu- 
latory costs and would save time and efforts 
taken in pursuing enforcement actions". 

But is on-ground practice matching theoreti- 
cal rhetoric? A quick analysis of consent orders 
reveals a mixed picture. 


Sebi has found a convenient way to dispose of 
old cases — that have been dragging on for 
more than four years — where it has issued 
show-cause notices to potential violators. Ear- 
lier, intermediaries, particularly brokers and 
depository participants, would come under 
Sebi's scanner for every minor violation, with 
different consistencies. Small deviances from 
‘Know Your Client’ norms or small transaction 
value violations would invite swift and strict ac- 
tion, thereby piling up cases. But now, even new 
cases get settled under the consent orders sys- 
tem instead of clogging Sebi's internal enforce- 
ment machinery which can, theoretically, focus 
on larger and more severe cases. 

*I know of a small-sized sub-broker (in his 
late-20s now) who, when he was just 22, got 
misguided into a small-level price rigging cartel, 
and was recently receiving notice after notice," 
says Jayant Thakur, a Mumbai-based practising 
chartered accountant and a corporate law con- 
sultant. The young man applied for a consent or- 
der and paid a few thousand rupees in final set- 
tlement. Thakur feels the new system has so far 
been working well to unclog the pending cases. 
"The independent high-powered advisory com- 
mittee that approves or disapproves consent 
terms applications is a comforting factor." 

In June 2007, Sebi constituted this commit- 
tee comprising former Bombay High Court 
judge Hosbet Suresh, former chairman of Bank 
of India M. Balachandran and executive direc- 
tor of PricewaterhouseCoopers Ketan Dalal. 

The 300-plus consent orders include many 
cases pertaining to the infamous IPO- (initial 
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public offering) related benami application and 
fraud cases of 2003-05 that involved about 30 
financiers and 70 executants, along with the 
connivance of a few depository participants. 

The formal Sebi orders in the IPO scam in- 
volved asking the two depositories — National 
Securities Depository and Central Depository 
Services — to disgorge over Rs 100 crore collec- 
tively. But the consent orders passed so far re- 
late to the actual financiers and executants 
applying for consent terms that involve pay- 
ment of sums arrived at calculations of actual 
profits, though illegal, made by them. 

A large number of consent orders pertain to 
brokers’ and investors’ involvement in price ma- 
nipulation cases in the cash market as well as the 
equity derivatives market (see ‘Consenting 
Cases’). Non-disclosures under Sebi's takeover 
regulations also feature regularly in the orders. 


. Limited T 

But most of Sebi's consent orders are short; just 
two-three pages. The reasons for accepting 
consent terms are never spelt out in Sebi's 
orders. "If you do not have the exact transaction 
amounts and dates of the violations, then you 
open the door for unhealthy practices," says 
Virendra Jain, head of Midas Touch Investors 
Association. "What is more important: an effi- 
cient, transparent enforcement mechanism or a 
side system that is secretive in nature?" 

Sebi's counterpart in the US, the Securities 
and Exchange Commission (SEC), is very elab- 
orate in its 'offer of settlement' cases (similar to 
consent orders). Every case cleared by the SEC 
is laid out in detail. So far, the independent 
committee-driven consent order system has 
prevented serious miscarriage of justice. But a 
continued lack of transparency can metamor- 
phose it into an unhealthy mechanism. 

Earlier, the Securities Appellate Tribunal has 
overturned many Sebi orders due to lack of 






The full and final clearances by Sebi in the 
form of consent orders have risen sharply 
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Sebi has passed over 300 consent orders so far, and each settlement 
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entails payment of as little as Rs 5,000 and as much as Rs 3 crore 














ORDER AGAINST IT COVERS Rs CRORE 
Kelan A. Doshi, a financier IPO scam? 2.60 | 
Hasmukhlal Vora IPO scam? 2.53 
Apollo Tyres and three others Insider trading* * * 100 
Rajan V. Dapki IPO scam* | 0.94 
Bharti Infotel and Bharti Enterprises synchronised trading** 0.54 - 
Shilpa R. Dapki IPO scam* 0.40 | 
Rita R. Thakkar IPO scam# (- MN 
Monal Y. Thakkar IPO scam? Cio c. 
CUR MIEL ONGGBTTIEDENSEICRASMIERIME IPO scam? Nd. 0.33 
DSP Merrill Lynch (broker) synchronised trading** 0.30 
Deep Stockbroking IPO scam? | 023 
Deepak M. Patel IPO scam* eae. 
Taurus Mutual Fund Price manipulation**** 0.20 
98 Others Various 4.29 | 


The consent orders covered are only for three months (October-Decembet 2008) *Amazer Investment & 
*Synchronised trading in Bharti Healthcare during 
*in DCM Shriram Consolidated 


| 
| Finance, Delicious Tradelinks and Wonderful Trading Co.;* 


February-July 2005; *** 


L is 


in Apollo Tyres during October-November 2003; *** 
in 2001; fDisgorgement and other charges collected from financiers/executants in IPO scam of 2003-05 











watertight reasons. Now, there are concerns 
that this experience is driving Sebi to put forth 
as many cases before the independent commit- 
tee. "On the contrary, it can further weaken the 
regulator's motivation to monitor, probe and in- 
vestigate offences in the market,” says Jain. 

Also, the debate on whether mechanisms 
such as plea bargaining impose informal threat 
on the rights of individuals and companies to a 
fair trial comes into the picture. Martin Yant's 
book Presumed Guilty: When Innocent People 
are Wrongly Convicted (1991) sums it up well: 
"...people who might have been acquitted be- 
cause of lack of evidence, but also who are in 
fact truly innocent, will often plead guilty to the 
charge. Why? In a word, fear...” 

Sebi is yet to prepare a status report on its 
usage of the consent orders structure. Its 
monthly bulletin does not publish discussions 
or analysis of the number and type of cases 
cleared. BW’s queries to Sebi went unanswered. 

A section of the market is pleased with 
the opportunity presented by the consent 
orders system to wriggle out of uncom- 
fortable situations. But the new system is a 
double-edged sword that can hurt the interests 
of the investors if not used transparently 
and judiciously. 





rajesh.gajra@abp.in 
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TWO IS COMPANY, THREE IS A CROWD. WHILE THAT 
is true in the case of inter-personal relation- 
ships, from a marketing point of view, it is ‘more 
the merrier. One platform that has been able to 
transform a crowd into an asset is the Web. 
From Wikipedia to Yahoo! Groups to social net- 
working sites — they all bank on the number of 
their viewers. 

Corporates have now begun realising the po- 
tential of crowds and are increasingly looking at 
them to create a buzz around their brands. In 
the past few months, companies from sectors as 
diverse as telecom, food, footwear, cosmetics 
and banking have created online campaigns 
based on crowdsourcing — harnessing the cre- 
ative talent of a large group of people by solicit- 
ing them for ideas, a subtle difference from 
generic user-generated content — and have 
seen hundreds of thousands of users respond. 

A brand such as Bharti Airtel, associated with 
youth, generated 800,000 interactions for con- 
tests — twisters, puzzles, etc., on the theme of 
music created by the users themselves — around 
its Hello Tunes. Even a supposedly staid brand 
such as HDFC Bank attracted 600,000 interac- 


Corporates 
are using 
crowd as 

an effective 
marketing 
tool 
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tions for contests related to its history and stock- 
market trivia (see ‘Unprecedented Gains’ on 
page 49). The reason for such high degree inter- 
est is not difficult to gauge. “Earlier, users would 
only consume content; now they not only gener- 
ate it but also profit from it,” says Rajagopal 
Menon, chief operating officer (COO) of Con- 
tests2Win.com (C2W), which provides compa- 
nies with the platform for the campaigns. 

It is a win-win situation for all players — com- 
panies get to spread brand awareness, and users 
get prizes for creating contests as well as win- 
ning them. Online companies such as C2W gar- 
ner additional revenues and, more importantly, 
get more visibility. Menon, though wary of giv- 
ing actual numbers, explains the financials: “As 
a ballpark, if a company spends Rs 5 lakh on a 
campaign, at least Rs 1 lakh goes in giving out 
prizes that could be cash vouchers, ipods, T-: 
shirts, etc., and the rest is revenue for the portal." 

Adds Alok Kejriwal, founder of C2W, 
Games2win and Media2win: "The website 
earns Rs 7-10 lakh every month from such cam- 
paigns, of which there are at least two per 
month." He says there are 500 brands actively 
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advertising on the Web, and his target is to tap 
_ atleast 10 of them. Kejriwal hopes to have 10-12 


. crowdsourcing initiatives running every month 


on his websites in future. 

Says Rajiv Dhingra, founder and CEO of 
WATMedia and chief blogger for WAT- 
Blog.com: *Crowdsourcing can be a powerful 
marketing tool if the marketer can exercise con- 
trol over the campaigns through a platform.” So 
far, they seem to have done that quite well. 


Power Of Many 

Over February and March, 306 Net surfers bat- 
tled it out to create the best static mock adver- 
tisements for ITC Food's Bingo Mad Angles. The 
theme was ‘Bingo har angle se mmmm — taken 
from the existing television commercial created 
by Ogilvy & Mather — and users were asked to 
come up with games, quizzes and posters 
around the theme. "The idea was to generate a 


‘ high degree of involvement of youngsters in the 


brand, since our product is associated with 
youth,” says Chitranjan Dar, COO of ITC Foods. 
But the company got more than it bargained for 
— a lot of creative inputs that could be utilised 
even for regular marketing initiatives. 

Creatives ranged from George W. Bush saying 
‘M sending Bingo Chilli Dhamaka to Iraq’ with 
the punchline ‘people in Iraq don't need bombs, 
they need Bingo Chilli Dhamaka’ to a blind man 
seeing it from his mind's eye and announcing, 
‘Bingo har angle se mmmm’ One creative took 
the shape of the product — a triangle — and 
splashed ‘Mmmm tasty’ on all three angles; one 
used the pictures of two Ripley's Believe It Or 
Not kind of wackos with ears, nose and skin 
pierced at every conceivable place; one had the 
slogan ‘B for Bharat, I for India, N for Nation, Go 


.. for Bingo har angle se mmm. About 63 commer- 


cials in the form of videos were also created. 
Cosmetics major Maybelline New York used 
crowdsourcing to create awareness about its 
new product, White Stay UV compact powder, 
based on which C2W seeded seven contests in a 
specially-created ‘girls only’ zone on its website. 
Every contest in the zone was branded with 
Maybelline skins and the campaign was pro- 
moted through on-site banners, C2W newsletter 
mentions and blog entries. The contests were 
also hosted on the White Stay microsite. Users 
were rewarded on the basis of creativity such as 
who created the best contest and who scored the 
"highest by playing them. In a month, more than 
1,000 leads were generated, which means, at 
least 1,000 people evinced interest in the brand. 
The company in turn got a chance to take for- 
ward its marketing efforts. “For a brand with a 
young target audience, the Web is a crucial part 
of any campaign,” says Vismay Sharma, general 


manager-consumer products 
at L'Oreal India, which owns 
the Maybelline brand. 

During last year’s Euro 2008 
soccer championships, Adidas, 
one of the sponsors of the 
event, ran a crowdsourcing 
campaign to promote the event 
and itself. The campaign gen- 
erated more than 300 contests 
from users around the theme 
of football in just one month. 
One user, for example, created 
a WaG contest in which the 
wives and girlfriends of top 
footballers had to be identified. 

HDFC Bank's online cam- 
paign in November-December 
2008 — intended to expand its 
reach and involve youngsters 
in banking activity — gener- 
ated over 900 contests. One 
user created a 12-part unjum- 
ble-the-words twister on the 
different kinds of savings accounts that HDFC 
offers. And ‘Hints’ informed users about the 
benefits of each account. The campaign saw 
users digging into the company’s archives, 
springing questions that even the top heads of 
the bank could not answer. That is not surpris- 
ing, because users compete for prizes. "They, 
therefore, do extensive research to win,” says 
Menon, adding that on an average, out of every 
100 users, seven create content while 93 play it. 

For the bank, the campaign generated an un- 
expected bonus. “We had more than 3,000 peo- 
ple expressing interest in future contact with 
HDFC Bank,’ says Kavita Joshi, head of inter- 
net operations. Even if a small percentage of 
that number were to actually open accounts at 
the bank, that still says a lot for the approach. 

One thing is certain, though. As ITC Foods’ 
Dar says, “Online crowdsourcing campaigns, 
which cost approximately 1-2 per cent of regular 
offline ones, can never replace the latter, because 
they have their own space and reach.” Adds L'O- 
real's Sharma: *While online campaigns will 
continue to gain in popularity, better measure- 
ment and tracking of effectiveness will be critical 
to make them part of more campaigns.” 

That has not stopped companies from explor- 
ing this avenue further. Says HDFC Bank's 
Joshi: *We are working towards identifying 
how we can tap this channel for ongoing con- 
sumer engagement, education and positive 
word of mouth." The users, on their part, are 
waiting for the bounty. 
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Unprecedented Gains 


Crowdsourcing marketing initiatives have 
received enthusiastic responses in India 





Source: Contests2Win 


TRIVIA: The term ‘crowd- 
sourcing’ was coined by 
Wired magazine's writer 
Jeff Howe to describe the 
success of a website, 
istockphoto. This site was 
the first to sell photo- - 
graphs provided by users 
for $1 each. It became so 
popular that Getty 
Images had to buy it out 
for $50 million. 


In Gonversation 





How has Japanese businesses in India 
- Q = and business relations with the country 
been impacted due to Japan's sour economy? 
A „ Japanese businesses in India are 
= definitely affected since Japan is not 

expanding its overseas operations at the mom- 
ent. Earlier, the plan was to set up more facto- 
ries in India, and capital goods were supposed 
to be exported. But those plans have now been 
shelved. Production is going down for several 
Japanese products, such as cars and electronic 
equipment. We do not trust Indian suppliers 
as we do not want to compromise on quality. 

But compared to other countries, the 
damage (in relations with India) is much less. 
For the middle or long-term, I think it (busin- 
ess relations) is better in both Japan and India 
because people are now thinking that too 
many businesses with only the US and China 
have proved risky. And look at the Japanese 
automobile companies, only Suzuki is making 
money because of the Indian presence. 


a 90 is this a good time for planning Jap- 
= anese investment in India as investors 


possibly realise that the environment is safer? 


„ While that may be true, it does not 

= mean that the Japanese are coming to 
India. They know that they have to do business 
here. But unless someone takes initiative, : 
money does not come. Managers and directors 
do not want to take risks. It takes a lot of time, 
and the environment (in India) can be diffi- 
cult. It is much easier to do business in China 
or Singapore, things are more organised. But 
in India, once you clear everything, there is no 
competition. There is a huge entrance barrier 
to overcome when coming to India. I do not 
~ think the Japanese are brave enough as yet. 


y As an analyst, what is your opinion on 
Q = the likely fate of Indian joint ventures 
in the Japanese market? 
„ Indian companies are considering 
= expansion in Japan, but so far most have 
not worked. Many Indian firms try to buy the 
software arms of Japanese banks but have 
been unsuccessful as these arms are subsi- 
diaries of these banks. And bank managers, 
after retirement, join the software companies. 
Therefore, they resist the sale of the company. 
y Secondly, Indian companies do not know 
which company to buy. Not many can identify 
their potential target. When a Japanese firm 
tries to strike a deal, it has a trading house or 
bank to speak on its behalf. Unfortunately, 
Indian companies come on their own. When 
they meet a Japanese firm they are interested 
in buying, the latter will simply say no. 


Q a Do you feel this factor is unlikely to 
= change even after the recession? 
„ Selling companies to Indian investors is 
s still not a welcome idea. Even Chinese 
companies are not doing so well in the Japa- 
nese market. A lot of US companies failed here 
because it is more specialised, unlike the 
Indian market which is more open. Merrill 
Lynch came to Japan and bought some of the 
security companies, but left because it did not 
understand the mindset of the Japanese 
people. You need good Japanese partners. 
But unfortunately, Japan does not make too 
many friends. 


» The differences will always be there, but 

= now Japanese are trying to follow a 
'when in Rome, do as Romans do' kind of 
attitude. Five years ago, many Japanese 
companies disapproved of Korean companies 
in India, who were losing money on their 
investment but are getting some legal support 
from the Indian government. We now know 
that Korean companies did what was needed 
to be done, and that we are far behind. So, the 
Japanese are gradually adjusting in India. 

For instance, Hyundai accounts for more 
than 20 per cent of the market share today 
while Toyota, which is a much bigger company, 
has only about 4 per cent share. 


a What do you think is the role of 
Q: sove i n 
foreign investment? 
A „ We do not think the Indian government 
m has been doing much. There is a need to 
support investment selectively, and not go by 
the same guidelines for all. For instance, the 
Tata group got a huge incentive from West 
Bengal and Gujarat. But we are not coming 
with such big investment as the Tatas, and so 
the support is not extended to us. 


, Does India's democratic framework 
Q: pose a problem for Japanese companies 
coming to India? 

a The problem is that it is decentralised. 

= Indians are used to working within this 
complexity. In China, for example, corruption 
is centralised; if you know the right person, 
you can get your work done. Corruption is of 
an uncertain nature in India. At every level, 
there is bribery, but no surety. 
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Fast Facts 
Education 
Graduated from 
Tokyo University; 
did post graduation 
from London School 
of Economics and 
London Business 
School; and did his 
doctoral thesis at 
Stanford University 


India Link 
Representative 
for Global 
Development 
Network-Japan; 
Director of the 
Japan-India 
Association; and 
a member of 
Japanese 
government 
committees 


$1.6 bn (Apr-Sep 
2008) 


Imports From 
Japan 

$4 bn (Apr-Sep 
2008) 


gai roundtable 


CLEAN THOUGHTS: 
(From left) 

Dale Sartor, Russ 
Finney, Rick Steffens, 
Dhanya Krishnakumar, 
Sharad Sharma and 
Rajdeep Sahrawat 


ORGANISATIONS HAVE LARGELY FAILED TO WALK 
the talk when it comes to reducing carbon 
footprints. Technology could help provide 
simple and effective ways to move from rhetoric 
to action. In this context, BW’s 

hnakumar moderates a faepe on the 
mi of IT in sopann a company’s carbon 
footprint. Participants were Russ Finney, vice- 
president of information systems, Tokyo 
Electron; Rajdeep Sahrawat, vice-president of 
Nasscom; Rick Steffens, vice-president and 
general manager, systems, technology and 
software division of HP; Dale Sartor, team lead, 
environmental energy technologies division, 
Lawrence Berkeley Lab; and Sharad Sharma, 
former CEO of Yahoo! India Research and 
Development (R&D) unit. Excerpts: 


What are the steps taken by your organisa- 
tions to reduce emissions and become green? 
Rick! Green is integral to all that we do. 
One of the things we have done is that we have 
invented some technologies like videoconfer- 


— g 
^ 





encing, with our product Dreamworks, to elim- 
inate travel. We've lowered our travel by 60-70 
per cent tby applying technology. 
inney: If you visit Japan you realise that 

itis a green society, since they are resource-con- 
strained, there are not a lot of places to put 
waste. They already have best practices for be- 
ing green. I come from the US, so I have differ- 
ent views on how the US and Japanese do it. 
And we've been able to combine both and bring 
lots of best practices to the way we tackle the 
green agenda. 
S] | Sha Yahoo has been power neutral 
since 2007. And since we have a significant 
presence in India, we have been trying to adopt 
a lot of the best practices here. We have been, 
buying a lot of wind power from Maharashtra to 
offset our footprint here. But our focus is on two 
levels: first on how people use it within build- 
ings and travel. And second is data centre. 

al rtor: Energy efficiency in the IT indus- 
try has improved substantially in recent years. 
But that doesn’t mean there aren’t enough op- 
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portunities for improvement. We don't have to 
uniformly define green; we can all come to the 
table with our own definitions of green. The 
crux is to find that single hot button that moti- 
vates them to make that decision to go green. So 
identify those hot buttons and customise your 
pitch accordingly. 

Rajdeep Sahrawat: In India, you can't tell a guy 
who doesn't own a car that you shouldn't buy 
one since we are heading towards a green soci- 
ety. People will buy PCs, cars and servers. So the 
aspirations of a billion people will make this 
country non-green. One can't aspire to become 
a green society unless we can redo our products 
and services green at the very basic level. 

BW: But cost is a big deterrent. How does one 
bridge the pricing gap? 
Finney: There are a lot of peo- 
ple who will join the middle 
class of the world. And sec- 
ond, digital lifestyles are ac- 
quiring more digits. That has 
led to a whopping increase in 
the amount of data generated. 
And that requires electricity 
and storage technologies. So the problem will 
continue to increase. There are three ways to 
tackle it. One is to build intelligence into prod- 
ucts. Second is compressing things: at the data 
centre, it means virtualisation or lesser rack 
space. Third, using renewable technologies. In 
the US, 7 per cent of our energy comes from re- 
newable sources. That is not viable. 

Sahrawat: You can’t change behaviour through 
social obligation — that is where the govern- 
ment comes in. How do you give tax breaks, 
low-cost capital to people who want to build 
such solutions? Government should not regu- 
late but provide incentives to help evangelise 
this cause. 

Sartor: We need to bring together the different 
lifecycles and then look at managing costs. 
There will be elements that will ride up the 
costs, but we need to amortise costs over life. 
Steffens: Earlier, we used to print brochures of 
our products and put them out at varied loca- 
tions. But now we are trying to do this digitally. 
And we make a print only when somebody 
needs it. Then the question is, should we look at 
the power reduction brought about by putting 
an end to the production of papers? We need to 
look at the savings in a bigger context. 


BW-NASSCOM 


roundtable 2009 


Sharma: In Yahoo's case, we brought down our 
footprint by 54 per cent. It’s through simple 
things such as not printing duplicates and occu- 
pancy sensors that will turn off lights in a room 
if it’s unoccupied. There are a lot of small things 
that have big payoffs when added together. 
BW: Are industries that are heavy users of IT 
more knowledgeable about how to make the 
transition to green? 

Sharma: The IT industry can't afford the grow- 
ing energy intensity of the infrastructure that is 
getting created. But that hasn't been the case for 
some other industries. So, the IT industry is 
more aware of how to tackle green. Secondly, 
the profile of employees is of young and intelli- 
gent people who tend to become aware of social 
causes and issues much faster. That helps bring 
about behaviour change. 

Sahrawat: India is so under-invested in IT, con- 
sumption will increase. The government is one 
of the biggest single consumers of IT in India; it 
has power to change the behaviour of the indus- 
try. So, we are talking about introducing green 
benchmarks as desirable characteristics. If one 
vendor uses this as a differ- 
entiator, it could catch on. 
Sartor: It’s much easier to do 
the right thing initially in In- 
dia because you're reducing 
the cost of the infrastruc- 
ture. And India has a 
unique opportunity. 

BW: What are action points that need to be 
worked upon? 

Sahrawat: The top will be to fund research into 
clean technology at the university level. The gov- 
ernment has to fund our research, firms will not. 
The second is that you need to create a set of in- 
centives and regulations to drive changes and 
encourage entrepreneurship in this space. 
Steffens: It is about government and business 
doing it together. HP has relationships with the 
universities, because we can't take on everything 
the government can. This is why we don't com- 
pete, we work together to make this happen. 
Finney: India’s opportunity is on the renewable 
side. There is a large population, there are peo- 
ple who want to have a better life and it is going 
to come with all of these enablers. 

Sartor: Establish a performance matrix and 
then do the benchmarking so that there is a way 
to measure it; you can track your own perform- 
ance and compare yours to your peers. 

Sharma: The one that we haven't talked about 
as much but I think is very powerful is travel 
substitution. I think we are getting to a stage 
where that is becoming real. So we are looking 
at this possibility of travel substitution to take 
off as we go forward. 
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Technology, Science, Innovation... 


AS EASY AS WALKING: 
GM and Segway’s two- 
seater pod vehicle can 
run 56 km on a single 

charge at a maximum 
speed of 56 kph 
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Autorickshaw on two wheels 
Ever thought whether the humble auto- 
rickshaw would grace American roads? It is 
going to, probably sooner than later. But it is 
much more sophisticated than the Indian 
autorickshaw, and has been developed jointly 
by General Motors and Segway, a company 
based in New Hampshire. Segway had earlier 
developed a self-balancing, two-wheeled urban 
personal transporter that can carry one person 
at a speed of 19 km per hour. It did not sell 
much, but the second avatar may be the perfect 
answer to congested urban roads, particularly 
because it costs only one-fourth of a car to run. 
The rickshaw goes by the grand name of 
Personal Urban Mobility and Accessibility or 
Puma. It is a small, enclosed, two-wheeled 
electric vehicle that can carry two persons at a 
top speed of 56 km per hour. The Puma uses 
sophisticated technology. It can balance itself 
on two wheels, has Global Positioning System, 
wireless connectivity and sensors. The car runs 
on a lithium-ion battery, and has a driving 
range of 56 km on a single charge. It uses 
digital controls and can even drive itself a bit. 
The Puma will be displayed at the New York 
Auto Show next week, while its commercial 
version will take some more time to develop. 
Could it reach Indian roads? 


Early warning signs for Alzheimer's 
Alzheimer’s disease is one of the most dreaded 
diseases. No one knows clearly why you get it, 
and no one has a cure for it. Now scientists at 
the Imperial College in London have answered 
a different but equally important question: 
who can get it? They have discovered a gene 
that, if present in the body, increases the 


chances of getting the disease several-fold. 
Moreover, they have found that the brains of 
these people look different decades before the 
disease manifests, suggesting a method to test 
who will develop the disease later. 

The gene is called APOE4, a variant that is 
found in one-fourth of the population. If you 
inherit a copy of this gene from one parent, you 
are at four times the risk of non-carriers to 
develop the disease. If you inherit a copy from 
both parents, you are at 10 times the risk. 

The scientists imaged the brains of 
carriers, and found that a part of their brain 
called hippocampus showed hyperactivity even 
when at rest. Not all those who have this gene 
will go on to develop Alzheimer’s, but the 
discovery is an important step towards 
unravelling this disease. 


Nicotine opens doors 

Scientists at Brown University have found out 
that tobacco does not just cause cancer. It 
interferes with several biochemical reactions in 
the body, a discovery that could be used to 
design new drugs for some diseases and to fight 
nicotine addiction. 

The key to the action of nicotine is the alpha- 
7 nicotinic receptor that binds to nicotine. 
Brown University 
scientists have 
now found that 55 
proteins found in 
the body interact 
with this receptor. 
Scientists have, so 
far, looked at this 
receptor only 
through nicotine, 
but it now turns 
out that it has a 
more significant 
role in the body. 
One of these 55 
proteins is the so-called G alpha protein, 
usually associated with a different class of 
receptors called GPCRs. 

About 40 per cent of all known drugs target 
the GPCR family. This suggests that nicotine 
can affect the action of all these drugs, a very 
significant finding. The alpha-7 nicotinic 
receptor is usually missing in patients with 
schizophrenia. So the research could lead to a 
potential treatment for this disease as well. 








P. Hari in San Francisco 
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This book is unputdownable. 


Decide to Lead is a refreshing change from the usually stale 'business success' literature. 
It breaks the moul by mixing fables and homespun wisdom into a recipe for winning. 


This very approachable book will change the way you have thought about leadership 
till now. It can powerfully motivate you to draw out your hidden leadership 
potential-you might 'Decide to Lead' 


Follow your vision with conviction and success will be yours. The world belongs to those 
who want to make a difference. So, ‘Decide to Lead’ 
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Book Preview 


About the book 





Decide To Lead 9 Decisions That 
Can Make You a True Leader, 
has been revised keeping in mind 

the new challenges in the business 
enviroment. Authored by Sangeeth 
Varghese, the founder of Leadcap. 
the timing of this book is appropriate. 
The 9 decisions that the author talks 
about in the book , should liberate at 
least some of those who are simply 
waiting out there to get fired, to do 
the things that they have always 


dreamt of doing. 


This is also a handbook that will 
motivate readers to move out of their 
comfort zones and tackle some of the 


issues in the prevailing environment. 


Decide to Lead tells the story of 9 
pathbreaking decisions through a mix 
of enchanting fables and homegrown 
wisdom spun into a recipe for lead- 
ing. This book would evoke your 
passion and would empower you to 


decide and take action. 


Prof John Kotter, one of the greatest 
leadership guru, from Harvard 
Business School has endorsed this 


book through a foreword. 





Contents 


Part One — Take the Lead 
Decision 1: Answer the Defining Moment 


Part Two — Rally a Vision 
Decision 2: Buy Low to Sell High 


Decision 3: Embrace High Risks to 
Reap Higher Returns 


Decision 4: Focus Sharper to 
Impact Greater 


- Part Three — Communicate and Motivate 


Decision 5: Sell Well to Do Well 


Decision 6: Set High Expectations to 
Gain High Performance 


Part Four — Deliver Results 
Decision 7: Grow to Survive 
Decision 8: Run to Win | 


Part Five — Lead Forever 
Decision 9: Live on to Leave a Legacy 


Reading, Reflecting and Leading 


A Quick Recap of the Nine Decisions 
that can make you a Leader 


Additional Resources 
Bibliography 
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New in this Edition 


ippi i has been no 

“Recession is lashing out. Fear is gripping. So is greed. kat iis 

i just some, but everyon 

better time to lead. Not jus | bite 

This revised edition of Decide to Lead gives you more ee ae 
including a Ninth Decision on why you have to lea p 





Be aware of your weaknesses — especially when your self-interests 
can take the form of greed. 


m" Someone's sitting in the shade today because someone planted a tree a long 
time ago. Warren Buffett 


Decide to leave your legacy. 

u" Truth is the only merit that gives dignity and worth to history. 
John Dalberg-Acton 
Think and define your true values. 


a" Do you wish to rise? Begin by descending. You plan a tower that will pierce 
the clouds? Lay first the foundation. Saint Augustine 


Lay a strong foundation. 


m" Be your own master. Never change according to situations. Alan Keyes 
Do not be opportunistic. 


a" I tore myself away from the safe comfort of certainties through my love for 
truth — and truth rewarded me. Simone de Beauvoir 


Walk your talk. 


a” One mouse dropping ruins the whole pot of rice porridge. Chinese proverb 
Never compromise on your values. 


a" The main foundation of every state, new states qs well as ancient or 
composite ones, are good laws. Niccolo Machiavelli 
Build long-term institutions that could make it easier for others to 
understand and practise values. 
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Sangeeth Varghese is a leadership thinker from the London 
School of Economics. He is the founder of LeadCap, a move- 
ment that brings together the most influential thought as 
well as practicing leaders from across the world, with a vision 
to build India as a nation of leaders. Varghese is a mentor to 
several CEOs and a member of the boards of two companies. 
He is a consultant for some of the largest corporations as well 
as for upcoming ventures. He guides them on how to develop 
and retain leadership talent. To attend one of his free 
LeadLab sessions, send an e-mail to sangeethv@leadcap.net 





Given below is an extract from the foreword by 
Prof. John Kotter, Harvard Business School 


How will the book ‘Decide to Lead’ help in making leaders out 
of everybody? 





The whole process of democratising leadership will require a big 
change in the ingrained way in which we think. That force to change 
ingrained beliefs must be a very powerful one and this book will 
help magnify that voice. Too many books think of leadership as an 
elite activity done by a small number of people with elite back- 
grounds. But this book raises the right topics and provides people 
with stories to easily comprehend and think about those topics. 

I urge readers to read it with an open mind. Reflect on what is 
written. Don’t dismiss the ideas contained in this book just because 
they are different than traditional beliefs about leadership. Then 
think of the implications in the readers’ lives and do something. 

Don’t just read. Do something. 

John P. Kotter 
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Blackberry 8707g 

M.R.P Rs.14990/- 

Offer Price: Rs.8984/- 
QWERTZ Keyboard, 3G, GPRS. Bluetooth 





New Hidden Spy Pen Drive Camera 
M.R.P Rs.4995/- 
Offer Price: Rs.1544/- 





USB 8GB Digital 
2GB Memory for upto 48 hrs real time 


Bottery Use Time: About 3.5 hrs 
Á Product Code = 511 | 
Blackberry 8300 
M.R.P Rs.19990/- 
Offer Price: Rs.15134/- 





Sennheiser LX90 Headphone 
M.R.P Rs.4000/- 
Offer Price: Rs.810/- 


Connecting Cable 1.2m, Single Sided L3 
Delivery includes: Headphones, Corrying Cose 


D Product Code -512 | 
Nokia Bluetooth Headset HS36W 
M.R.P Rs.2990/- 
Offer Price: Rs.1049/- 
Lightweight and comfortable to weor with on adjustable earloop 








Creative 2GB Zen Stone MP3 Player 
M.R.P Rs.3199/- 
Offer Price: Rs.2140/- 


Built-in Display: 64 X 64 OLED 
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ART OF SLEEPING 


In search of slumber 





DREAMSTIME 


A BEFITTING AND LOGICAL WAY TO CELEBRATE THE World 
Sleep Day, which happened to be 20 March this 
year, would have been for everybody to just 
sleep throughout the day. But this is not how 
even the instituting authority, the World 
Association of Sleep Medicine, sees it. Rather, 
its aim is to awaken people to the hazards of 
sleep-related issues. Driving and safety on road, 
for instance, become the first victims of a 
sleep-starved body and mind. If you, too, have 
been trying to juggle the professional and per- 
sonal demands of your life by making do with 
just forty winks a day, or anxiety and stress pre- 


SLEEP THERAPY: 
Ensure à sound vent you from having a hearty rest, then follow 
sleep by following these four simple rites to sleep well. 
some rules By Shalini S. Sharma 
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POSTURE PERFECT 


NO AMOUNT OF MONEY SPENT ON A FOUR-POSTER 

«or a high-tech remote-controlled bed will 

| prevent you from tossing and turning in the 
bed all night, if the mattress you sleep on does 
not provide the right kind of support to the 
body. Once upon a time, feather mattresses 
and pillows used to be the ultimate in 
bedding materials. But soon birds ran out of 
feathers for everybody to be able to sleep well. 

Latex and foam then took over, but the latest 
on that front are memory mattresses. Made of 
foam, these mattresses have additional 
chemicals that increase their viscosity and 
density. They react to body heat and take its 
shape within minutes. This technology was 
developed by NASA to be used in space 
shuttles. It never got to be used there, but is 
being put to better use on earth now. Priced at 
least ten times more than the regular ones, the 
best-selling are Tempur mattresses, made bya 
company of the same name in the UK, which 

cost up to Rs 3 lakh a pair. Cheaper ones are 
available for around Rs 50,000 a pair and 
made by Indian companies. 


THE PERFECT SHAPE: 
Memory mattresses take 
the shape of the body 
and help keep the right 
posture during sleep 
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HAVING DIAGNOSED AND TREA 'ED TH i PROBLEM FRESH AIR: Toshiba's 
of snoring or OSA, the next step is to ensure new Deisaikai range of 
you have the right kind of environment in the air-conditioners come 
room. So, begin with the air. The closed envi- with built-in ionisers 
ronment of an air-conditioned room can lead that purify air 
to problems arising out of circulation of stale 
and dry air. Most air conditioners cool the air 
and reduce excess humidity. If you find the 
draft uncomfortable, you can opt for units 
which dehumidify the air without cooling it. 
But that takes care of only the temperature 
part of it. What about air purification? In a 
closed room, the air becomes charged with 
positive ions, and airborne dust particles and 
bacteria cling to these leading to all sorts of 
allergies and respiratory problems. To correct 
this imbalance, there are ionisers now, which 
produce negative ions to remove anti-oxidants 
and free radicals from the air. Available as 
compact devices, they also come built-in in air 
conditioners such as in the Deisaikai range 
from Toshiba. Though you might need to shell 
out around Rs 60,000 for one, it is certainly 
worth a good night's sleep. What say? 
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SOUND OF SLEEP SOOTHING EFFECT: 


Music albums are 
POSTURE ATTAINED, IF YOU ARE ONE OF THOSE specially designed to 
who still keep counting the sheep at night help create a harmo- 
because of the jarring sounds in the nious environment 
background, a gentle and constant whirr or a 
low frequency humming sound can help induce sleep. Remember 
mama’s lullaby? It would take your mind off all distractions and gently 4 
put you to sleep to a soothing refrain. 

Assuming you sleep in a soundproof room, which cuts out all 
distracting whizzes and purrs, what would you do with the wayward 
mind? Off it would go back to the chitter chatter of the office or the 
exercising of lung power in the board room. 

To help it focus better on sleep, you need sounds that can create the 
right kind of effect. If a sterile sound machine, which will generate spe- 
cific low-frequency sounds like that of bells or chimes, is not to your lik- 
ing, then you can set your ipod to your desired symphonies from Moz- 
art or Beethoven. Put a timer and simply doze off. The timer is import- 
ant to prevent the music from playing all night and ending up giving 
you the feeling of not having slept at all. There are a number of music 
albums available now, costing between Rs 400 and Rs 600, which are 
specifically aimed at those who have trouble sleeping and create a 
mixture of cosmic chants and harmonious sounds. 
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Catch such mega movies, 
right after the matches. 


Starts 18th April, 
11pm daily (except Fri). 


Associate Sponsors BAS SOZUKI ( à WHITE | 







TRIBHUWAN SHARMA 


MOOD LIGHTING 


AS IMPORTANT AS APPROPRIATE SOUND IS THE 
right sight for one to be able to get into the 
right mood for sleep. Soft and dim lights do 
not just create a romantic effect, but also help 
unwind and relax. While harsh lights can play 
havoc with nerves, some people also have 
trouble sleeping in pitch dark. For them, sen- 
sor-controlled night bulbs are the best option. 
These bulbs automatically start glowing when 
the room is dark and fade off when there is 
light. If blocking out light is what you want in 
a room, which is otherwise well-lit for whatev- 
er reasons, a simple thing to do is to wear an 
eye guard. Usually handed out to passengers 
on flights, eye guards or sleep masks can come 
in handy even at home. Some come with fancy 


PHOTOGRAPHS: DREAMSTIME 


. DARK NIGHT: ear cushions too and serve the dual purpose of 
Eye and ear guards help Cutting out light as well as sound. If you fancy 
in cutting out light sleeping under a star-lit sky, then there are 


while sleeping ways to do that too. Tiny LED lights are 
embedded in a false ceiling, which glimmer 
like stars in the dark. Cheaper options such as 
stick-on glow stars are also quite popular 
these days, especially with children. 

If it is a ray of light you are looking for in 
the hope of falling asleep, you can check out 
instruments such as nightwave, which emit a 
soft light in waves mimicking the gentle rise 
and fall of breathing. Focusing on this light 
will help you focus on your own breathing and 
thus fall off to sleep. 


DO YOU KNOW THAT EVEN THOUGH YOU MIGHT BE DEAD 
asleep, the quality of your slumber may leave much to 
be desired? Or, that even though you may be snoring 
loudly, you may actually not be sleeping at all! Rather, 
you may be risking a heart failure. Now relax. Even if 
that is the case, help is at hand now. Sleep disorder 
management has emerged as one of the fastest-growing 
areas of medicine and many hospitals, such as the 
Apollo Hospital in New Delhi, offer specialised services 
at their sleep labs. Here a patient is plugged to sensors 
and the reasons behind lack of adequate sleep can 
easily be detected. 

The most common sleep-related problem is obstruc- 
tive sleep apnea, in which a person stops breathing in 
between bouts of excessive snoring. This leads to fre- 
quent interruptions in sleep. While major cases require 
surgery to clear the air passage in throat, mild cases can 
be treated by simply preventing the patient from sleep- 
ing on the back. A few sittings or rather sleepings, at the 
lab can cost you Rs 15,000. 
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BROWSING 
Ashy Sehgal 

CEO, Future 
Axiom Telecom 


| am reading ARAVIND 
ADIGA’s White Tiger. 
Usually, | prefer 
autobiographies and 
biographies as they help 
me learn from people who 
have achieved success. 
This genre is closer to 
facts, and provides 
details about the 
circumstances surroun- 
ding famous persona- 
lities. | highly recommend 
The Monk Who Sold His 
Ferrari by Robin Sharma 
because it presents a 
perspective of life that is 
widely known but least 
practised. The biggest 
truth is that because we 
gain so much from the 
environment, we have a 
responsibility to pay 
back for sustaining us. 





~ The Journey 


o Profitability 


by chitra narayanan 


BANKRUPTCY TO BILLIONS HOW THE 
INDIAN RAILWAYS TRANSFORMED; 

BY SUDHIR KUMAR, SHAGUN MEHROTRA; 
PUBLISHER: OXFORD UNIVERSITY PRESS; 
PAGES: 202; PRICE: Rs 495 


CAN POPULISM AND PROFITABILITY GO HAND IN 
hand? Can a politician, turfed out of his state 
on corruption charges, infuse new life into a 
dying organisation? 

The answer is yes, according to BANK- 
RUPTCY TO BILLIONS, the turnaround story 
of the Indian Railways. The book gives insights 
into one of the most baffling mysteries of recent 
times: how did an organisation, whose obituary 
was written in 2001 (by the Rakesh Mohan 
committee, which predicted a Rs 61,000-crore 
loss and fatal bankruptcy for the Railways by 
2015) ever manage an investible surplus of 
Rs 20,000 crore by 2008? 

As Lalu (Prasad) Express puffed into the 
IIMs, the irony was difficult to miss — how 
could the man, under whose rule Bihars GDP 
declined to abysmal levels, suddenly develop 
such great managerial acumen? Indeed, 
enough blog space has been devoted to the great 
Indian Railways turnaround drama, with one 
camp totally bowled over by the rustic wisdom 
ofthe former Bihar chief minister, and the other 
sceptical. Was it really a turnaround or simply a 
case of creative accounting? 

In this book, Sudhir Kumar and Shagun 
Mehrotra present a convincing story about how 
the transformation was effected. 

It is a snappy little volume and the numbers 
are presented in an easy-to-figure fashion, so 
you can at once see where the improvements 
have been made, where the wastages have been 
cut, and where innovative measures have paid 


SHAGUN MEHROTRA is currently pursuing doctoral 
studies at Columbia University, New York. He has 
done research on economic development and 
urban poverty in South-East Asia, China and India. 
SUDHIR KUMAR is an IAS officer on special duty to 
the railways minister. Kumar assisted the minister 
in crafting a reform strategy for the railways that 
does not burden poor consumers. 


off. And no, there were no radical measures — 
no retrenchment, privatisation, regulation or 
passenger fare hikes (all suggested by the expert 
committee). There was no political space to do 
so; it would have meant sacrificing the interests 
of the railway employees, who number over 1.4 
million, and the vote banks of the ruling party. 

Instead, the solutions — really simple and 
effective ones — were found within the system  , 
itself. So, why wasn't it done earlier? 

The answer to that, say the authors, is that in- 
clusive reforms require a productive interface 
between bureaucrats and politicians. There has 
to be mutual trust and understanding between 
the two for things to move in government. In- 
deed, the account of the movement of a file 
within the Railways system fills you with horror 
— the authors describe how a file on increasing 
axle load travels across 2,250 desks. 

So, what exactly did happen? Well, decisions 
were taken faster, implementations were sped 
up, the monopoly mindset of the Railways was 
changed, rates were rationalised, differential 
pricing introduced (especially in freight, parcel 
and AC-passenger segments, which are apoliti- 
cal), and the Railways finally began listening to 
customer demands and made changes dictated 
by market reality. 

For instance, the Railways enjoys a monopoly 
in iron ore freight and provides door-to-door 
service (from the mine pithead to factory). And 
yet, the charges are nominal since iron ore isa 
‘raw material’, and commodity rates are fixed 
depending on ‘finished’ or ‘raw. Now, in the case 
of finished products such as steel or cement, the 
Railways only provides station-to-station 
solution, and yet charges much higher. 

Obviously, steel makers prefer to use road- 
ways. Now, business logic dictates that where 
the Railways enjoys a 
monopoly it should 
squeeze profits, anu 
where there is competi- 
tion, it should cut rates. 
It took a free and frank 
meeting between the 
Railways and the steel 
industry before the for- 
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mer understood why the steel industry was un- 
happy using trains and worked out a solution. 

As the authors say, suddenly the Railways 
woke up to the fact that it had to concede battles 
to win the war. 

Other simple measures helped. For instance, 
the Tatkal scheme has not only eliminated 
touts, but today rakes in Rs 300 crore per year 
for the Railways. Till 2001, the Railways used to 
be disinterested in monetising non-ticketing 
revenues — whether catering services or lever- 
aging advertising space. Even the metro rail 
transport in Singapore, a tiny city state, had 
more ad revenue than the Indian Railways, 
which attracts footfalls and eyeballs of 14 mil- 
lion passengers daily. Now that is changing. 

The book has neat prescriptions for other 
state-owned monoliths too. Oh, and what about 
Lalu’s role? The authors are full of praise for his 
native shrewdness. Notably, the introduction of 
. Garib Rath, the Tata Nano of the Railways, they 
say, has four integrated attributes — affordabil- 
ity, scale, aspiration and efficiency. Clearly, the 
joker of Indian politics has had the last laugh. 


SELECTION 1 
— 2 . Colours Of 

+» Imagination 
SOLO; BY RANA DASGUPTA; 


PUBLISHER: HARPERCOLLINS; 
PAGES: 356; PRICE: Rs 395 






THE FREUDIAN CONCEPT OF 
dreams as instruments of 
wish fulfilment is the baseline of SOLO. Here, 
Rana Dasgupta harnesses the creative power of 
dreams to weave them ornately into his story- 
line. The novel — centred around Ulrich, a 100- 
year-old Bulgarian — demarcates the protago- 
nist's ‘life’ from his ‘daydreams’, where the latter 
compensates the insufficiency of the former. In 
Ulrich’s words, “There is far more to us than we 
can live.” And Ulrich decides to illustrate this 
idea through his meticulous dreamt up life. 

It seems Dasgupta was clear in choosing a 
failed' protagonist who does not have any 
grand accomplishments to his credit. A suc- 
cession of wars, repressive Fascist and Com- 
munist regimes, illusionary hopes of moderni- 
~ sation and the downturn of “chemical rivers" 
flowing through the country leave Bulgaria 
despondent and Ulrich demoralised with the 
inability to pursue his twin passions — 
chemistry and music. 

Contrary to expectations, Ulrich's rich tapes- 
try of dreams does not possess the absurd quali- 


ties characteristic of Tokyo Cancelled, his earlier 
book, or a utopian scenario where happiness in- 
variably prevails. In fact, a reader would realise 
Ulrich's imaginary universe only when motifs 
and characters (names) from the protagonist's 
past reappear in mysterious ways. 

What the author unravels in the second half 
is contemporary Bulgaria, abuzz with myriad 
characters amidst the international music 
scene and rising capitalist ideologies. Ulrich's 
achievement lies in journeying beyond the limi- 
tation of ‘real’ life, and Dasgupta's in making 
that journey poignant and empathetic. 

Alokita Datta 


SELECTION 2 
More Than 
Words 


A BOOK ON THE SOCIOLINGUIST 
history of India spills over 
with a number of facets that 
would delight those keen on 
knowing about lexicon and 
the rich heritage of Indian 
languages. We all know of gaarii, Persian for 
cart; baranda for Portuguese verandah; and 
sipahi, soldier in Turkish. In FOREIGNERS 
AND FOREIGN LANGUAGES IN INDIA 
(Cambridge University Press), Shreesh Chaud- 
hary, a professor of English and linguistics at 
IIT-Madras, maps the linguistic osmosis. 

India, which attracted foreigners throughout 
centuries, had continuous cultural contact 
through invasions, trades and migrations. Lan- 
guages were the most visible components of 
these interactions and, importantly, intermar- 
riages. But what the author establishes is that 
the main influences from languages (which we 
take for granted today) went through a cycle — 
enjoying power and then declining, giving way 
to another language. 

The book explores and builds on the rise and 
debris of languages, taking off from where 
previous language scholars left off. While the 
foreign language influences is most interes- 
tingly sketched, the book also opens a debate on 
how 'Indian' Indian languages are. For all 
Indian languages are a result of certain pidgini- 
sation, creolisation and nativisation, and what 
we refer to as native can be also trailed outside 
the country's borders. 

A scholastic book, but one that would interest 
linguistic scholars more than the layman, un- 
less he is looking for references for origin word 
of words. But this is no dictionary either. 
—Manjira Majumdar 
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ALERT 





A BETTER INDIA: 
A BETTER WORLD 
BY N.R. NARYANA 
MURTHY 

PUBLISHER: 
PENGUIN INDIA 

After Nandan Nilekani 
had successfully 
‘imagined’ a powerful, 
emergent India, 
Narayana Murthy shares 
his views on the 
challenges and channels 
in building tomorrow's 
nation. The pioneer of 
India’s IT revolution and 
founding chairman of 
Infosys dissects India’s 
wide polarities where on 
one hand it is witnessing 
global attention in IT and 
entrepreneurship, and on 
the other there exists 
rampant sociological 
evils. He emphasises the 
role of strong value- 
based leadership in order 
to move forward. 








BW Opinion 


Concerted Action 





RBI, Sebi and 
Forward 
Market 
Commission 
can learn best 
international 
practices in 
regulation, 
thanks to the 
G20 initiative 


IMPORTANT NATIONS NEED TO GET TOGETHER BE- 
cause they share objectives or, more commonly, 
because separately they could do much harm. 
The first time such a conclave emerged was in 
World War II, when Roosevelt, Stalin and 
Churchill took to meeting to coordinate their 
war efforts and divide up the post-War world. 
The post-War years were a period of 
dispersion. The West split from the 
Soviet Union, and then split itself as 
western Europe tried to regroup. 
France and Germany buried the 
hatchet and worked together to inte- 
grate their coal and steel industries; 
the pair grew into a group of six in 
1952, nine in 1973 and so on till the 
European Union (EU) came to com- 
prise the 26 countries of today. 

But these were countries of west- 
ern Europe. They had a larger alli- 
ance with the US and Canada, which 
was served by North Atlantic Treaty 
Organization and Organization for 
Economic Cooperation and Devel- 
opment; but global problems often 
required a solution beyond the north 
Atlantic. France called together 
heads of five countries — the US, the UK, Ger- 
many, Italy, and Japan — to discuss the oil crisis 
in 1975; Canada joined the next year and the EU 
tagged along as an eighth non-voting member. 
Russia was invited in 1997, making it a proper 
G8. Then G8 saw the need to include other 
countries which had grown in importance; it 
could not agree which, but in 2005 invited O5 
— India, China, Brazil, Mexico and South 
Africa — thus making itself G8--5. 

However, G8 is not large enough to tackle 
global problems any more; countries not belon- 
ging to it account for a third of the world's gross 
domestic product. This fact struck its members 
when the East Asian crisis struck in 1998. The 
fast-growing countries of East Asia, which had 
been a destination of considerable investment 
from G8 countries, underwent a meltdown, and 
G8 investors lost their shirts; East Asia’s major 
trading partners other than Japan were not 
members of G8. Since its members could not 
agree on whom to admit and whom to keep out, 
they called together finance ministers of 22 
countries in 1998, which expanded to 33 coun- 
tries in 1999 before stabilising at 19 countries 
plus the EU. It was a grouping of finance minis- 


BLOOMBERG 


ters and central bank governors, and they con- 
tinue to be its workhorses, although prime min- 
isters and presidents nowadays attend and hog 
the limelight. It is no longer a club of industrial 
countries; the summit was chaired in 2007 by 
South Africa, and last year by Brazil. 

The G20 meeting last week in London was 
important because it met at the outset of a 
global downturn of a severity not seen since 
World War II; the crisis created high expecta- 
tions of action from the rulers who met. A pre- 
liminary meeting in Washington last November 
had drawn up a plan of action, which concen- 
trated on the crisis. Much ofthat action was en- 4 
visaged to be taken by the end of March. A num- 
ber of working groups met during March to 
review progress. Their reports were the main 
item of discussion in the London summit. Thus 
the summit was not just a jamboree to give 
leaders a chance to be photographed together in 
plush chairs and their wives to be seen hugging 
the Queen. It was meant to do serious business. 

The decisions taken at the summit are parti- 
cularly far-reaching in three areas. First, in ex- 
tending national financial regulation to institu- 
tions beyond banks and instruments beyond 
stocks and bonds. The past decade has seen 
considerable flowering of non-bank financial 
institutions and of complicated financial in- 
struments. Both were front runners in the cur- 
rent crisis, and both obviously need reform. 
Second, the regulation cannot come only from 
government institutions; cooperative bodies of. 
practitioners are important as rule-makers, 
especially in accounting. They will be recruited 
into the drive for stricter accounting and audit- 
ing standards. And finally, the heads of govern- 
ments are exercised at the revenue they are los- 
ing to tax havens, which they think are also lax 
in their financial regulation. So they hope to ex- 
ert pressure on the tax havens to join the regula- 
tory efforts being organised. If, by the way, they 
manage to capture some ofthe revenue they are 
losing to tax havens, they will not be unhappy. 

These are ambitious targets, and will keep 
many future meetings of G20 busy. The hard 
work will be accompanied by many fine parties 
and dinners, so it will not be entirely arduous. 
Meanwhile, the campaign to harmonise inter- 
national regulatory standards gives our regula- 
tors a golden chance to learn international best 
practice. They should grab the opportunity with 
both hands. | 
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A Big Buy, 
And Big Risks 


UNLESS THERE ARE 
any last minute sur- 
prises, Tech Mahin- 
dra will be the new 
owner of what re- 
mains of Satyam 
Computers. It is easy 
to see why Tech 
Mahindra bid so ag- 
gressively for this 
prize. If it manages to 
retain Satyam’s cus- 
tomers and most of 
its manpower, it will 
soon play in the senior league of 
the Indian software industry. From 
being a mid-sized player focused 
largely on the telecom sector and 
with only one really big client, 
British Telecom, it would have be- 
come a full-fledged software serv- 
ices firm with a strong presence in 
several vertical segments and more 
than a dozen top-name clients. 
That is the promise if everything 
goes right. What is not very clear 
though is the extent of the risk Tech 
Mahindra has exposed itself to 
with this buy, if things were to go 
wrong. For example, suppose 
Satyam’s investors in the US were 
to file a class action suit for the 
fraud that B. Ramalinga Raju 
admitted to. Tech Mahindra would 
suddenly face a liability many 
times what it would have bar- 
gained for while bidding. That is, 
unless the sale terms contain some 





details of the sale 
process have been so 
closely guarded, in- 
formation on issues 
such as this are still 
not available to the 
media or the general 
investors. 

Having said that, it 
will be really inter- 
esting to see how 
Tech Mahindra man- 
ages to integrate the 
acquisition. By all 
accounts, Tech Mahindra is an effi- 
cient and well-run company. But 
managing an acquisition properly 
is a very complicated business even 
in the best of times. Managing the 
acquisition of Satyam is likely to be 
far more complex than normal 
buys simply because of its legacy. 

Meanwhile, what was interest- 
ing to note was that not too many 
people were as bullish as Tech 
Mahindra on the Satyam buy. 
Thetop Indian firms — TCS, 
Infosys, Wipro and HCL Tech — 
stayed firmly away from the bid- 
ding process. Though the names of 
IBM and Cognizant were bandied 
about as possible bidders, they 
were not in the final list either. 
L&T, which seemed the most keen 
to pick up Satyam at one stage, bid 
a much smaller amount than Tech 
Mahindra finally. Special Corre- 
spondent Venkatesh G. explores all 
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Managing The Slowdown * 


Going by the recent developments at the Future Group, it 
doesn't seem that the debt is taking a toll on Kishore Biyani 
(‘Mr Retail Battles The Slowdown, BW, 20 April 2009). 
Corporate restructuring such as spinning off Big Bazaar 
and Food Bazaar into separate companies will certainly 
improve efficiency and prove to be profitable in the long 
run. The competency of Mr Retail is evident from the fact 
that despite being the largest retailer, Pantaloon has the 
lowest staff cost per sq. ft among its peers. 

Santosh Kumar, on email 
Kishore Biyani may have his cup of woes, but he is not the 
kind who would give up easily, especially in a slowdown. As 
he himself puts it: retailing is his religion; customers are 
his god and the stores are his temples. 


Srinivasan Umashankar, Nagpur 





WRITE IN AT Cleaning Drive 2009). What is the point of having a 
bweditor&abp.in A close look at the Nifty 50 companies will government agency if it cannot perform its 
or post us on reveal that there are many loopholes in the duties? Although India has the facilities to 
www.businessworld.in ^ accounting practices in India (‘Flagging The carry out clinical trials, it doesn't have the 

Holes’, BW, 13 April 2009). Companies expertise and skilled manpower for proper 
overstate their profit figures to look compe- evaluation and regulation. Clinical trials 
titive and stay ahead in the race. The practice should be put on hold in India. The 
is more prevalent among big companies. It is government needs to pull up its socks, because 
time for regulators such as ICAI to align their India has the potential to become the global 
practices with global standards. Asking hub of outsourcing of clinical trials. 
companies to restate their financial statements Sachin Gupta, on email 
after accommodating auditor's comments is an 
excellent proposition. The move will make Clarification 
Indian companies more credible and Your report ‘Angling For A Backdoor Entry’ 
transparent for prospective investors. (BW, 20 April 2009) is factually incorrect. We 


Rajeev Sehgal, Chandigarh would like to clarify that Fortis and Religare 
are two separate listed entities with different 
Clinical Audit business interests and independent manag- 
The Drugs Controller General of India’s ements. Religare Enterprises is a diversified 
(DCGI) inability to acknowledge its shortfalls financial services group, and our entry in the 
is shameful (‘Why The Secrecy?’ BW, 20 April private equity space is a natural extension of 
| our diversified growth plans. The entry into 
this business was in the pipeline and the JV 
with Milestone gave us a sound platform that 
we had been evaluating for quite some time. 
There is absolutely no correlation between this 
and the possible interest that Fortis may have 
in Wockhardt. The scope of the fund rules out ~e 
deals in excess of Rs 20-30 crore. 
Subhrangshu Neogi, director, 
brand & corporate communications, 
Religare Enterprises 








Letters may have been edited for brevity. 
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Tech Mahindra is the new 
owner of Satyam, but the 
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comes with many upsides 
and some risks. 
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BANKING 


Esca 


Goldman 
Sachs’s 
recovery will 
put pressure 
on other 

US banks 





BOUNCING BACK: 
Goldman Sachs has 
posted an impressive 
profit of $1.8-billion 








IT IS A SILVER LINING 
with a dark cloud. 
Goldman Sachs’s 
miraculous recovery 
to register $1.8 billion 
in profits in the 
March quarter from a 
$2-billion loss in the 
previous quarter and 
its announcement to 
return the govern- 
ment's capital aid 
under the Troubled 
Asset Relief Program 
(TARP) may be a 
great sign for the US 
banking industry, but 
it has also put the 
larger US financial 
system on the edge. 


ing T 


7 APRIL 2009 


The New York-head- 
quartered bank’s 
raising $5 billion 
through sale of stock 
to repay the $10 bil- 
lion capital aid would 
put pressure on other 
US bankers to look 
good by getting out of 
the TARP. 

Many banks inclu- 
ding Citigroup and 
JP Morgan Chase 
have already given 
themselves clean 
bills of health citing 
internal stress tests, 
iterating that they 
do not need capital 
aid anymore. 


4 5 
Fi 


However, there is a 
danger of the bankers 
risking the banks’ 
health in their quest 
for freedom from gov- 
ernment scrutiny and 
restrictions on 
executive pay and 
dividends. In fact, 
Wall Street is divided 
on whether Goldman 
Sach’s rush to repay 
TARP money is a 
good thing or bad. 

On its part, the 
Obama administra- 
tion is being extra 
cautious. It is keeping 
the findings of the on- 
going stress tests on 
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he TARP 


19 key banks — in- 
cluding that of Gold- 
man Sachs — under 
wraps to avoid a sud- 
den flight of capital 
from banks. It is still 
debating what details 
to make public, when 
and to what extent. 

Nevertheless, Gold- 
man Sachs' apparent 
change of fortunes 
will now put pressure 
on the government to 
explain to the taxpay- 
ers why it is helping 
banks that do not 
want help or perhaps 
do not need help. 


Feroz Ahmed 


billion. The Japanese aid to Pakistan to assist in stabilising the economy and fighting terrorism 


BLOOMBERG 


-— 





‘I wouldn't be too surprised to see that 


we have an official end to the recession in September.” 


INFORMATION TECHNOLOGY 


Speed Breaker 


IT bellwether 
Infosys 
Technologies 
forecasts a 
grim year 
ahead 


SLOWDOWN SIGNALS: 
Kris Gopalakrishnan, 
CEO of Infosys 


AD DOLLARS SINK 


INFOSYS TECHNOLOGIES 
has shown the first 
signs of recession. It 
forecast a revenue 
decline between 3.1 
per cent and 6.7 per 
cent for the next fis- 
cal. The guidance re- 
flected a customer 
survey the firm con- 
ducted amongst its 
top 135 clients, who 





Global advertising spending is forecast to 
decline the most in 29 years in 2009 as the 
recession squeezes consumer confidence and 
businesses continue to slash marketing 
budgets, according to ZenithOptimedia. 
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Source: ZenithOptimedia 


Global advertising expenditures 
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Bloomberg 


indicated technology 
budgets would come 
down by as much as 
10 per cent. 

"Infosys results 
show an impact of re- 
cession and this is lik- 
ely to be seen in other 
IT players as well,” 
says Karthik Ananth, 
engagement manager 
at Bangalore-based 
Zinnov Management 
Consulting. "Any cha- 
nges in the strategies 
of large IT firms will 
show positive impact 


NELP VIII 


only from third quar- 
ter onwards." 

According to rese- 
arch firm Gartner, 
global IT spending in 
2009 will be $3.2 tril- 
lion, showing a nota- 
ble dip from last year's 
$3.4 trillion. Gartner 
also says developed 
economies will be the 
worst affected, but 
emerging nations will 
not be immune. 

The outsourcing 
market is going thro- 
ugh tough times as 
customers postpone 
new contracts and the 
implementation of IT 
projects. Says 
Ananth: “Going forth 
in the contract re- 
newal cycle, there will 
be continued pricing 
pressures on margins 
and tough negotia- 
tions during contract 
structuring.” 

Dhanya 


Krishnakumar 





North Korea is 
boiling with right- 
eous indignation, 
after the United 
Nations criticised 
Pyongyang's rec- 
ent long-range roc- 
ket launch. The 
country has threat- 
ened to restart its 
nuclear facilities 
and boycott inter- 
national nuclear 
negotiations. 
Pyongyang claims 
the launch was 
part of a peaceful 
space programme, 
designed to put a 
satellite into orbit. 


OLD WINE IN NEW BOTTLE? 


A COUPLE OF WEEKS AGO, THE GOVER- 
nment announced the eighth 
round of New Exploration Licen- 


_ Sing Policy (Nelp) and offered 70 
blocks for oil and gas exploration. 


This is a sharp increase over 57 


blocks offered under Nelp VII 
that concluded last year. — — 
.. However, industry watchers are - 
. not very upbeat. About 40 per - 
cent of the blocks in Nelp VIII 


are old blocks offered under the 


earlier rounds of Nelp, a figure - 


confirmed by Petroleum 
Secretary R.S. Pandey. For - 


example, the Bombay Shallow 
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_ Offshore was offered in Nelp | 


and in Nelp II (with revised 


. data). Similarly, the West Bengal 


Shallow Offshore was offered 
under Nelp II and again under 


 nelp VII with revised data. 


Second, there was poor 


. response for Nelp VII. While the 
government is upbeat on the 


wide range of blocks offered and 
plans to close bids by 10 August, 
there are other pending issues 


such as that on the tax holiday 


on natural gas that only the new 
government can now clarify. 
Kandula Subramaniam 


Crisis Log 





China on recovery path? BT cuts 10,000 jobs. Ireland rejects EU's help. 


Beijing Gives Mixed Signals ` 


CHINA IS FAST RECOVERING FROM THE FINANCIAL 
crisis. Or so claims the country’s prime minister, 
Wen Jiabao. According to Wen, the Chinese 
economy is showing “better than expected 
growth”. He says that the March industrial 

| i E | output will rise by as much as 8.3 per cent from 

Ey ; a i «i Wee E. ; a year earlier. However, latest data shows the 

+ Ju b. ré T TANENE Aes $ P "B a Chinese economy grew 6.1 per cent in the 
: January-March quarter of 2009, year-on-year. 
This is the lowest since data began to be 
compiled in 1992. Wen's recovery theory is 


: 


"m 














= attributed to China's 4-trillion yuan ($585 
= billion or Rs 29,10,865 crore) stimulus package, 
iz which was announced in November 2008. 
THE JOB ireland will continue to cut Deficit as a percentage of GDP wm 2008 wa 2009 forecast 
MARKET spending to controla ballooning ^ Austria ie enses ) — — À— i : Masses 
budget deficit and doesn't need Belgium E 
a bailout from the European Cyprus 
Union (EU), says Irish Finance Finland 
Minister Brian Lenihan. The gov- ES 
ids Germany - 
ernment expects the 2009 deficit ^ Greece 
to swell three times the EU limit Ireland 
T A. à of 3 per cent of the country's Lus T 
ed peres 0 
The London-based that use the euro. The EU can WU EAE eps 
COMPANY: (5 plann- impose economic sanctions on Slovenia 
ing to slash 10,000 countries that breach the limit. Spain ! | | FRENIS 
jobs from its Source: Eurostat Bloomberg 
160,000-strong 
global workforce. 
UBS: The largest INDIA IMPACT GLOBAL WATCH 
Swiss bank has Tourism takes a hit: The global downturn seems Retail blues: Quelling optimism that the 
announced plans to to have affected India’s tourism industry. Tourist recession may be over, US retail sales fell by 
cut another 7,500 arrivals declined sharply in January to 487,000 1.1 per cent in March. This is attributed to 
AR y posted people against 591,000 in the same month of last declines in all major retail categories except 
a E iol year, resulting in a drop in foreign exchange food and beverage stores and health and 
or Rs 9,007 crore) earnings from $1.38 billion to $941 million. personal care stores. This is the biggest dip 
in losses. Till now, Green curve: Indians cornered 157,726 or 38 per since December and well below the 0.3 per 
the bank has cent the total H-1B work visas last year. This is a cent gain that economists had forecast. 
declared more than drop of 3,000 compared to 2007 when 157,613 Singapore shrinks: In its biggest quarterly 
11,000 job cuts Indian citizens were admitted to the US on H-1B contraction on record, Singapore’s economy 
worldwide. visas. In 2006, the figure was 125,717. shrank by 19.7 per cent in the first quarter of 
Keep the safety belts on: The slowdown in India 2009 compared with the previous quarter. The — .. 
is likely to continue for some more time, according country has been hit by a steep decline in 
to the Paris-headquartered Organisation for exports due to the economic fallout. 


Economic Cooperation and Development. 


The drop in first quarter aluminium output by Chinese state-owned mining giant Rio Tinto. 
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= Cops, VVIPs 
And Airports 


by omkar goswami 


A STRANGE TITLE, ISN’T IT? A MUCH LARGER, BUT 
more complete title could have been “How 
We Never Question The Dysfunctional 
Things That Cops Do.” Let me share with you 
four cases where our security forces do things 
that make no sense, needlessly harass citi- 
zens, and confer disproportionately high 
petty power to those in authority. These re- 
late to Mumbai and Delhi. I’m sure they can 
be replicated in all our other metros. 

On 16 March this year, the Chilean Presi- 
dent, Michelle Bachelet, arrived in India 
with a delegation of ministers, industrialists 
and CEOs. She and her entourage visited 
Mumbai on 18-19 April. Here are two tales 
worth recounting. 

The delegation was staying at the Taj Ho- 
tel. Given what happened there on 26 No- 
vember 2008, there was every reason to be 
careful. However, the ham-handed way in 
which Mumbai’ finest tried to ring fence and 
seal the Taj, Apollo Bunder and the Gateway 
of India was inefficient and annoying in equal 
measure. Consider this. Somewhere around 
3 pm on 18 April, Bachelet was supposed to 
depart from the Taj. The entire area — that is, 
all four sides of the hotel — was cordoned off 
for almost 45 minutes. No cars were allowed 
to either pick up or drop guests. With their customary rude- 
ness, the policemen kept on abusing drivers and diverting 
cars going to the hotel. Guests had to disembark more than 
200 metres away, and lug their suitcases. I was one such. 

We in India consider this to be a normal part of VVIP 
movement. Why so? If the Chilean President was to leave at, 
say 3:30 pm, there was no need to shut all roads leading to 
the Taj Hotel any earlier than 3:20 pm, and keep them closed 
for more than five minutes after her departure. The streets of 
Washington D.C. aren't shut down for 45 minutes awaiting 


President Barack Obama's motorcade. Nor London, when 


Gordon Brown perambulates to and from Downing Street. 
Why do such things happen here? The answers: police ineffi- 
ciency; exalted notion of policemen that they can put others 
through pain without any reason; and our lack of protest. 
My second example was what I saw the very next day. Some 
time in the afternoon, Bachelet was to be driven to the air- 





Our security 
personnel 
are in the 
habit of 


unthinking 
things time 
and time 


Gomment 





port. From Taj onwards, the route was crawl- 
ing with police. Fair enough. The Chilean 
President is a VVIP and must get high secu- 
rity protection. But guess what? Lolling 
around the footpaths of Marine Drive, Chow- 
patty, Hughes Road, Peddar Road, Haji Ali 
and Worli were hundreds of policemen carry- 
ing /athis. I started counting the bunches 
that congregated around major traffic lights. 
Typically, there would be 20-odd cops loung- 
ing around. Of these, 17 or 18 had only /athis, 
and the rest carried pistols which I guess they 
hadn't used for months on end. What is this 
other than a charade of protection? Lathis 
are great to whack protesters, hawkers and 
hapless beggars. Never heard ofa rattan cane 
as a terrorist protection tool. And why were 
so many effectively useless cops hanging 
around? VVIP movement! 

My third example has to do with the hun- 
dreds of police check-posts that constrict the 
roads of Delhi. The worthies manning them 
are supposed to keep an eye out for terrorists, 
thugs, robbers and other unsavoury chaps. 
Their key activity: flagging every third mo- 
torcyclist ostensibly to check their licences 
and pollution certificates; and so collect a 
tidy pile of bribes which, doubtless, are dis- 
tributed each evening at the police station. I 
pass two such check-post every day in Delhi. 
And I have been watching them very closely. 
Believe me, that's exactly what they do. 

Finally, the Central Industrial Security 
Force (CISF), which mans our airports. Gen- 
erally, better trained people, compared to a 
typical Delhi or Mumbai cop. Even so, here 
are a few ifs and buts:- 

1. No major airport in the world has cops 
checking the tickets and identities of passengers as they enter 
the airport. Why us? 

2. Ifat all there is some mysteriously important reason for do- 
ing so, why do the guards insist on photo identity for those 
having e-tickets, and not for those having the ticket coupons? 
3. Why can't we be consistent? If jackets need to be taken out 
and placed on trays, why not implement it everywhere? 

4. Why must there be three levels of security by the same 
agency: when entering; when hand luggage is X-rayed and 
you are frisked; then again when you are about to board? 
Does the CISF not trust the quality of its own people? 

We are surrounded by serious terrorist threats. Do these 
examples make you feel that our security chaps can deal with 
them when the next one happens? 


doing 


again 





The author is chairman of CERG Advisory. 
omkar.goswami@cergindia.com 
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In The News 





OIL & GAS 


A Power(ful) Decision 


An EGoM 
decision gives 
gas-based 
power stations 
a shot in 

the arm 


HUGE POTENTIAL: 
Reliance has already 
begun commercial 
production from KG-D6 





AT A TIME WHEN THERE IS A FREEZE ON POLICY 
decisions on account of elections, the Empo- 
wered Group of Ministers (EGoM) has decided 
to give the power sector priority over LPG 
production in the allocation of gas from 
Reliance’s Krishna-Godavari (KG-D6) fields in 
Andhra Pradesh. 

This decision, taken at the EGoM meeting on 
9 April, would be a shot-in-the-arm for all gas- 
based stations that have been forced to operate 
at far below 50 per cent capacity (or half their 
plant load factor) for more than 3-4 years 
because of fuel shortages. But more impor- 
tantly, this allocation would help reduce power 
shortages in states during the summer months. 
An assurance from the petroleum ministry that 
such a move would not adversely impact the 
availability of LPG has also paved the way for a 
shift in allocation. 

Another factor that helped was the Election 
commission's nod. Prior to the EGoM meeting 
chaired by External Affairs Minister Pranab 
Mukherjee, the Commission had indicated that 


it had no objection to the proposal as long as no 
publicity is given to the decisions taken — de- 
tails of which have not been made public yet. 

The timing of this decision on gas allocations 
becomes crucial as KG-D6 has begun commer- 
cial production from this month. Starting from 
10 million standard cubic metres per day 
(mscmd), this would increase to 40 msemd by 
July 2009. 

While there are about 40 gas-based plants 
(both in the state and private sector) that face 
gas/fuel shortages in the country, the EGoM’s 
decision is expected to provide immediate relief 
to the Ratnagiri power project (earlier called 
Dabhol project) in Maharashtra as well as a 
clutch of seven gas-based power plants in 
Andhra Pradesh that are either starved for gas 
or have been forced to delay commercial 
operations due to fuel shortages. 

While there are other plants in the list that 
would get gas, the total capacity of the Andhra 
Pradesh plants adds up to over 1,000 MW. 

In fact, prior to the EGoM meet, Andhra 
Pradesh Chief Minister Rajasekhara Reddy had 
already told the Centre that keeping in mind the 
acute shortage of power during the summer 
months, existing gas-based power plants in the 
state should be given priority over fertiliser 
plants during the initial ramp up period of the 
KG-D6 fields. 

While the priority accorded to the fertiliser 
sector over power has not been withdrawn, the 
EGoM reportedly was influenced by the fact 
that during the period from April to July 
consumption of power shoots up. In addition, it 
was highlighted that there is substantial power 
requirement during the kharif season. 

Of the 18 msemd gas earmarked for power 
sector, 2.7 mscmd would go to the Ratnagiri 
plant, 15.3 msemd for distribution among other 
power plants. This arrangement would be in 
place till September. 

The allocation was based on the principle 
that all existing gas-based stations in Andhra 
Pradesh, including those still to be commis- 
sioned, should be given enough gas to run at 70 
per cent plant load factor (PLF). The EGoM, 
however, decided that allocation would be on a 
uniform 60.5 per cent PLF. 

In other states, too, allocations to other 
stations should be on pro-rata basis to enable 
them to run at 60.5 per cent PLF. 

Kandula Subramaniam 


27 APRIL 2009 20 BUSINESSWORLD 





INSURANCE 


"Wooing The 
Stockmarkets 


Markets are 
anticipating a 
massive 
infusion from 
insurers to 
boost rally 


POINT TO PONDER: 
Private insurers invest 
50-55 per cent of 
premium collection in 
stockmarkets 














MARKET MANTRA 


The investment of insurance companies in 
| stockmarkets is set to rise 


2007-08 





2008-09 





Premium collected 





T $24 billion $22 billion - 

S $10 billion S12 billion | 

| Premium inflow into the market | 
S4 billion $3-4 billion 

cote, S6 billion $5-6 billion | 


$8-10 billion 


TOTAL 


Figures for 2008-09 are projections 

| *Assuming 15 per cent of premium flowed into the equity market 
#Assuming 60 per cent flowed into the equity market 

| Source: BW research | 











WITH FOREIGN INSTITUTIONAL INVESTORS (FII) 
pulling out nearly $9.5 billion (approximately 
Rs 47,345 crore) from the domestic stockmar- 
kets in 2008-09, market intermediaries are 
now eagerly awaiting fund deployment from 
domestic life and general insurance companies 
to provide a fresh impetus to the current rally in 
the stockmarkets. In 2007-08, insurance 
companies had invested over $11 billion 
(approximately Rs 55,000 crore) in stocks from 
a collection of $34 billion (approximately 
Rs 1,70,000 crore). 

In 2008-09, while India’s 18 life insurance 


SUBHABRATA DAS 


companies are projected to have collected 
nearly $34 billion in renewal and new business 
premium, the 21 general insurers would have 
collected a gross direct premium of at least 
$6 billion (approximately Rs 30,000 crore). 

On an average, private life insurers invest up 
to 50-55 per cent of their premium collected in 
stockmarkets, though Life Insurance Corpora- 
tion of India (LIC) invests a maximum of 17 per 
cent only. So far, life insurers are believed to 
have deployed over $8 billion (approximately 
Rs 40,000 crore) and more funds are waiting in 
the wings as general insurance companies, 
which play a role of market stabilisation with an 
average investment of 20 per cent of the pre- 
mium collected, may also soon chip in with 
their part. 

Among insurance companies, LIC — which 
collects nearly 65 per cent of the life insurance 
premium — is one of the biggest investors in the 
markets with a deployment of over $4 billion 
(Rs 20,000 crore in 2007-08). “For a company 
like LIC with its vast network of agents, funds 
get collected only during the last month or even 
in the first few months of the new financial year. 
Hence deployment gets staggered,” says 
S.B. Mathur, former chairman of LIC and secre- 
tary-general of Life Insurance Council. 

The popularity of Unit-Linked Insurance 
Plans (ULIPs) since 2008, especially among 
private insurers (as much as 60-80 per cent of 
the income comes from ULIPs) has also 
ensured that the share of equity-linked invest- 
ments remains higher in the overall portfolio. 

Anticipation of the fund deployment is 
providing the much-needed succour to the 
market. “Fund deployment throughout the year 
had been volatile due to the wild swings in the 
market,” says Puneet Nanda, executive vice- 
president and CIO, ICICI Prudential Life. 
“However, it is stabilising.” 

Though the new business premium is flat or 
marginally less than 2007-08, the consistency 
in the renewal premium in 2008-09 — despite 
the gripping recession in two quarters — has 
surprised the industry. It has staggered the 
investment in equity due to valuation reasons 
and partly due to collection schedules. 

“If the recent stockmarket recovery gathers 
steam, we may see another shift in consumer 
beHaviour,” says Amish Tripathi, national head 
of marketing and product management 
at IDBI Fortis Life Insurance. Indian markets 
have been witnessing a sharp rally in the 
past few weeks with Sensex crossing the 
11,000-mark due to an improvement in global 
liquidity scene. Clarity on the new government 
formation would also help. 

Sreevalsan Menon 
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AVIATION 


The King’s In Trouble 





India’s premier 
private airline 
is nosediving 
to a hand-to- 
mouth 
situation 


THE HEAT IS ON: 
Vijay Mallya, chairman 
of Kingfisher Airlines 


KINGFISHER AIRLINES IS BURNING CASH LIKE A 
Nasa spaceship. According to Mumbai-based 
banking sources, the company’s debt is rea- 
ching “unserviceable” proportions as total loans 
today stand at roughly Rs 6,000 crore and the 
outstanding current liabilities (due to oil com- 
panies, airports and so on) at Rs 1,800 crore. 
On the other hand, its poor market capi- 
talisation of roughly Rs 978 crore (as on 16 April 
2009) makes raising resources against the 
equity very difficult. There is also a monthly 


interest burden of Rs 100 crore as the debt 


reaches what many analysts describe as 
“frightening levels”. 

The losses of the airline are also mounting. 
For the quarter ended December, the net 
operating loss was Rs 626 crore. However, after 
making some adjustments, the net loss was 
Rs 413.93 crore. If one goes by the net operating 
loss, the airline's daily operating loss is just over 
Rs 7 crore. The company’s debt-equity ratio, 
which was at 5.12:1 as of FY2007-08, is believed 
to have shot up significantly. 

(Chairman) Vijay Mallya has been claiming 
he will raise $400 million for Kingfisher 
Airlines by parting with some of the stake,” says 
one industry analyst. “He wants to raise this 
amount in a company that is valued in full at 
about $200 million. It is a joke.” 


The huge debts also imply that several 
banks have a huge exposure to the 
airline. It is common knowledge that 
ICICI Bank — one of the major lenders 
to the airline — has refused it any 
further loans. 

The fact that the airline is finding it 
hard to make ends meet has been 
evident in the small things it does — or 
does not do. At many airports, for 
instance, even when aerobridges are 
available, the airline has been shunning 
their use (and thereby payment) and 
using the buses to cart passengers. 

Time and again, the ministry of civil 
aviation has threatened to invoke the 
airline’s bank guarantees to settle dues 
from the carrier to the Airports Authority 
of India. Oil companies have been 
hounding the airline for payments, which 
it keeps deferring from week to week. The 
airline has in the past few months put off 
deliveries of many of its aircraft, and has 
postponed or trimmed down many of its 
proposed international routes. The aviation 
ministry rattled by the losses the domestic 
carriers have been totting up is doing its own 
internal assessment of the financial position of 
various airlines. 

Mallya had few or rather scanty replies to 
offer to queries on his airline’s financial 
troubles. In response to a fairly detailed 
questionnaire sent by BW, Mallya suggested 
that we refer to his latest balance sheet and 
quarterly results. Questions on when the debt 
comes up for payments and how it would be 
met were left unanswered as were queries on 
how he hoped to turn the operations of the 
airline around. The same set of questions sent 
to the airline’s CFO, A. Raghunathan, also 
remained unanswered. 

However, the fiscal and quarterly results are 
even gloomier. In the first nine months of 
FY2008-09, Kingfisher Airlines has incurred a 
net loss of Rs 1,054 crore on operating income 
of Rs 4,168 crore. In comparison, in FY 2007- 
08, it had a net loss of only Rs 188 crore on 
operating income of Rs 1,444 crore. 

Clearly, the globe-trotting chairman of the 
airline may need to take one flight less and turn 
his attention on to a situation that many feel 
urgently needs it. 


SANJAY SAKARIA 


Anjuli Bhargava 
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RETAIL 


Pantaloon’s 
Future Game 


The retailer’s 
‘restructuring’ 
means greater 

control for 
promoter 
Kishore Biyani 


OPTIONS GALORE: 
Kishore Biyani, founder 
and CEO of 

Pantaloon Retail 





EARLY THIS WEEK, PANTALOON RETAIL WROTE TO 
the Bombay Stock Exchange (BSE) seeking 
approval for making a preferential share issue 
of 11 million equity shares to its promoters, in 
addition to 4.1 million shares to Dharmayug 
Investments. The letter also says that there will 
be an issue of 5 million warrants to promoters 
and associates, which can be exercised in the 
next 18 months for conversion into equity 
shares. The price for the preferential issue and 
warrant conversion will be Rs 183 a share. 

But towards the end of the letter is a passing 
reference to the expiry of 12,651,944 warrants 
issued to the promoters on which the option to 
convert at nearly Rs 500 a share was not 
exercised. Not surprising, since the current 
market price is about Rs 170 a share. The latest 
proposal will come up for approval at an 
extraordinary general meeting (EGM) to be 
held on 12 May 2009. 

With this preferential share issue, the 
promoters’ stake would go up to 51 per cent of 
the slightly expanded capital base, from its 
present level of about 46 per cent. Being a 
preferential issue, rather than a rights issue, 
retail investors do not participate. Included in 





the letter to the BSE was the outline of a 
restructuring exercise that would transfer the 
ownership of the retail and fashion divisions of 
the company to its wholly owned subsidiaries. 

That would enable the subsidiaries to raise 
money from private equity firms or even foreign 
institutional investors or foreign direct 
investment. There have been murmurs that 
Pantaloon is in extended talks with French 
retailer Carrefour for such a deal. The board 
will also propose renaming the company Future 
Markets and Consumer Group. 

The restructuring plans indicate a capital 
raising of Rs 1,200-Rs 1,500 crore, mostly 
through the subsidiaries. Given retail’s growth 
trend, some analysts believe that investors 
in Pantaloon Retail may actually benefit in 
some ways. But others look askance at the 
preferential allotment, and particularly the 
issue of warrants — Pantaloon promoters had 
resorted to them earlier as well. 

“Why not make a rights issue?” asks a retail 
industry analyst with a brokerage firm who 
declined to be named. “This issue of warrants is 
not exactly healthy or fair to other investors.” In 
theory, the holder of a warrant can exercise it if 
the pricing and timing is right, sell an equiva- 
lent amount of shares, pocket the profits, but 
still retain the control he or she has. 

Since 2000, there have been four conversions 
of warrants issued to promoters, and at least 
three preferential share issues to promoters and 
their associates. Currently, the promoter group 
— mostly Kishore Biyani and his family 
members — owns about 46 per cent of the 
equity in Pantaloon Retail. If the proposal 
included in the letter to the BSE 
is approved at the EGM, the 
promoter group will own just a 
shade over 51 per cent of the 
company. In a separate filing 
with the National Stock 
Exchange, the promoters have 
said that almost 19 per cent of 
the total equity of the company 
has been pledged with lenders as 
collateral. 

In September 2007, Kishore 
Biyani's brother Rakesh Biyani, 
who is one of the directors of 
Pantaloon Retail India, had told 
BW that the promoter family was 
interested in increasing its stake 
in Pantaloon Retail from then 44 
per cent to 51 per cent; now, they 
have gone ahead and done it. 
Their stake may get bigger if they 
convert the warrants, too. 

Vishal Krishna 
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AUTOMOBILES 


Rural India In Driver's Seat 


Higher rural 
spending may 
wipe out tyre 
industry's 
losses in 
2008-09 


CLIMBING NUMBERS 


ALOK SETHI, OWNER OF HINDUSTAN ABHIKARAN 
Tyres in Khandva district of Madhya Pradesh, 
had been planning a longer summer vacation 
ever since recession deflated his business mid- 
way last year. In January, he almost made up his 
mind to take a break in March or April, but in 
February, he sniffed a revival in demand. 

"I don't think I can go anywhere till June as 
the replacement demand for tyres has gone up 
by at least 50 per cent and my business has 
grown by 100 per cent to around Rs 5 crore,” he 
says. Sethi is filling up racks as rural India is 
busy replacing truck, car, two-wheeler and even 
tractor tyres, flexing its financial muscle and 
brightening the Rs 20,000-crore industry's for- 
tunes. Less affected by the recession, the rural 
economy is spending much of the higher in- 
come derived from a good winter crop of grains 
and pulses, high minimum support prices 
(MSPs) and the relief from the government 
waiver of farm loans. 

The general elections, a spurt in summer 
holidaying and tourism, marriages and even the 
last mile effect of the Sixth Pay Commission 
reward are equally aiding a massive jump in 
sales. "The last month promises to wipe out 
much (of the) industry's losses, accumulated 
this fiscal,” says Paras K. Chowdhary, managing 


The replacement tyre market, which was growing at 8 per cent in 
September, has shown a sharp spurt of 22 per cent in March alone. 
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director of CEAT, which had posted losses for 
the first two quarters of 2008-09. In March 
2009 alone, overall industry sales touched 
18-22 per cent as against a moderate 4 per cent 
for truck tyres (8 per cent overall) in April to 
September quarter of 2008-2009, leading to 
losses for many. 

Companies like his had chosen either to cut 
production down to 5 days a week or build up 
inventories while expansion plans were put on 
hold. The industry, which had an installed 
capacity of 85 million and a capacity utilitsation 
of 87 per cent as of 2007-08, tried to trim this to 
around 82 per cent till December 2008, only to 
hike it to 100 per cent in January 2009. 

Also, the demand dynamics is changing. In 
2007-08, the replacement market accounted 
for over 60 per cent of the overall sales with 
original equipment manufacturers and exports 
sharing the rest equally. Since January, the boo- 
ming replacement market is consuming much 
of the production at over 70 per cent, eating in- 
to supplies meant for other segments. "We are 
focusing more on the replacement market wh- 
ere margins are much higher,’ says Chowdhary. 

Interestingly, many factors coincided in 
March; the full impact of governments decision 
to restrict imports of cheaper Chinese truck and 
bus radial tyres (under Restricted List since 
November 2008), a 12 per cent drop in price un- 
der the stimulus package, and the en masse re- 
placement of tyres by medium and large truck- 
ers took place simultaneously. In fact, the 12 per 
cent market share garnered by Chinese tyres is 
now up for grabs. Looking at the current trends, 
Sunam Sarkar, chief financial officer at Apollo 
Tyres, says the sales growth is sustainable thanks 
to a drop in prices of key inputs — natural rub- 
ber and crude prices — that account for 65 per 
cent of the production costs. 

The strength of rural economy is also being 
reflected in demand for two-wheelers, fast- 
moving consumer goods (FMCG), cement and 
telecom. A higher rural demand has also 
boosted motorcycle sales volumes in 2008-09 
by 12-15 per cent as against a decline of 4.9 per 
cent in 2007-08, cement by 9 per cent and 
FMCG companies by nearly 15-18 per cent. 
According to analyst N. Krishnan of CLSA Asia- 
Pacific Markets, falling inflation has a crucial 
role to play in pumping up consumption expen- 
diture as well as sustaining corporate margins. 

Sreevalsan Menon and Muthukumar K. 
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* Commercial Vehicles: 
Mixed Outlook 


Can 
commercial 
vehicle sales 
hold on to the 
growth of the 
fourth quarter? 







Figures are domestic sales of commercial vehicles 





PHARMACEUTICALS 


THERE IS NOTHING LIKE TAX SOPS TO STIMULATE 
growth. The spike in commercial vehicle sales in 
the January-March quarter of FYO9 is ample 
proof. That was probably expected, but there are 
people who believe the upward movement is not 
an aberration and, after a blip, will continue. 

In the January-March (fourth) quarter of 
FY09, commercial vehicle sales shot up 44 per 
cent over the previous quarter, the highest such 
rise in the past five years. But overall sales re- 
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The Q4 growth is the highest in five years 
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Getting Hotter 


Adcock 
Ingram’s bid 
for Cipla 
Medpro holds 
import for 
other players 


PULSATING: 

The South African 
generics market is 
growing in double digits 


SOUTH AFRICAS ADCOCK INGRAM HAS BID TO ACQU- 
ire Cipla Medpro, Indian drug maker Cipla' sole 
distributor in that country. With Cipla Medpro, 
Adcock’s share will more than double to 28.2 per 
cent of the R3.5 billion (Rs 1,954 crore) South 
African private generics market as of December 
2008, as per IMS Health data. It could emerge 
as a number two to market leader Aspen with a 
36 per cent share. 

^A merger will improve the strategic position- 
ing of both and help us compete more effectively 
with multinationals and local competitors,” says 
Jonathan Louw, CEO of Adcock. This holds im- 


' port for other players. Indian generics makers 


such as Ranbaxy Laboratories and Lupin have 
acquired local companies to bulk up in South 
Africa, but their share is still in single digits. 

In parallel, top western drug makers are 
emerging as new rivals as they move deeper into 
developing markets. And the tender business 
for HIV-AIDS drugs may get crimped if the 


mained negative, with the fourth quarter sliding 
35 per cent compared to Q42007-08, and FY09 
sales falling close to 22 per cent against FY08. 
“A lot of it (growth in Q42008-09) has been 
due to the benefits of depreciation and the 
reduction in excise duties (from 10 per cent to 8 


per cent),” says Dilip Chenoy, director-general of 


Society of Indian Automobile Manufacturers, 
adding that RBI's direction to banks to extend a 
line of credit to non-banking financial compa- 
nies, the main source of credit for commercial 
vehicles, has also helped. “In April-May, there 
will be a fall because whatever people wanted to 
buy then was preponed to March,’ says Jayara- 
man Sekar, leader of automotive practice at 
PricewaterhouseCoopers. 

The upward growth, say both Chenoy and 
Sekar, will resume in July. “When the new gov- 
ernment comes in, it has to make investments 
in infrastructure,” says Sekar. “That is when 
freight movement and truck sales will move up- 
wards.” Says Chenoy: “The outlook is that there 
will be 7-8 per cent growth this fiscal.” However, 
market leader Tata Motors’s spokesperson, in 
an email to BW, wrote that while the govern- 
ment's financial stimulus has helped sales, the 
market is still “under the grip of a credit squeeze 
and high interest rates”, and “the government 
needs to work on ensuring that ultimately liq- 
uidity reaches customers at reasonable costs". 

Alokesh Bhattacharyya 





South African government acts on a plan to 
start producing these drugs. 

There could be other adverse policy changes. 
“In the face of such change [and uncertainty ], 
plus the fact that this market is increasingly 
price driven, economies of scale are critical, so I 
would expect to see a lot more deal-making in 
general,” says Peter Breitenbach, senior project 
consultant (healthcare) at Cape Town-based 
Frost & Sullivan. Companies will either consoli- 
date, or exit, he says. 

Gauri Kamath 
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Rise And 
Rise Of Debt 


by Rajeev Dubey 


FINANCIAL YEAR 2007-08 WAS SO EUPHORIC FOR 
corporate India that fiscal prudence was largely 
sacrificed to pursue what seemed like a never- 
ending growth run. While companies already 
had capex plans to cater to growth, some went 
ahead with large acquisitions. Others hiked 
their working capital to tackle demand and 
some built up inventories in the fear of 

rising commodity prices. All this 
added to a growing burden of 
debt. A BW analysis of 6,672 
companies shows that 
though their revenues 
rose 27.6 per cent in 
2007-08 over 2006-07 
and net profit by 26.7 
per cent, their loan 
intake increased by 
31.4 per cent (See 
‘Price Of Growth’ on 
page 31). In fact, there 
were several compa- 
nies whose interest 
outgo was higher than 
their revenues in fiscal 
2007-08. 

Evidently, much of 
these loans came at a 
higher rate of interest 
as firms' collective 
interest outgo rose 
by 45.7 per cent. 
Also it appears that 
a lot of the money 
raised was not meant for 
the company’s use. Advances to other compa- 
nies, including group companies, shot up nearly 
52 per cent. Sectors that raised the maximum 
debt during FY2008 included real estate, iron 
and steel, engineering, and food and agro pro- 
cessing. 

And now they are facing trouble. *Servicing 
existing debt will be a challenge for leveraged 
companies, as demand dries up,” says Kaushal 
Sampat, COO of Dun & Bradstreet Information 
Services India. “Moreover, cash flows are locked 
in inventories or in receivables. Some firms have 


India Inc.’s 
interest 
liabilities 
are rising 
faster than 
its income 





















ILLUSTRATION: SATKAR J. YONZON 


IIl corporate 


been unable to service existing debt with new 
fund mobilisation due to the lack of funding op- 
tions amid the global credit squeeze and the 
slump in equity markets." 

But even in this phase, there are companies 
such as Reliance Industries that added loans 
worth Rs 18,727 crore in fiscal 2007-08 (56 per 
cent more than the previous fiscal) and yet man- 
aged to reduce interest outgo by 12 per cent. In 
contrast, there are some companies that reduced 
their loans but paid more interest. For instance, 
IDBI Bank reduced its loans by Rs 4,215 crore, 
but saw a 29 per cent rise in its interest outgo. 
This signifies that the company paid a far 
higher rate of interest in FYO8 compared to 
FYO7. It paid nearly 16.67 per cent as interest in 
2007-08 against just 11.76 per cent in 2006-07. 

Those miscalculations are now beginning to 
hurt as the slowdown grips India Inc. Though 

the topline continues to grow, the rate has 
fallen sharply from around 40 per cent 
to about 26 per cent. Companies 
that had built their business 
model around high growth 
rates are experiencing a 
squeeze in margins. According 
to a study by Dun & Bradstreet 
of the 500 largest companies 
in the first nine months of 
FY2009, the burden of 
debt is beginning to hurt. 
The interest expense for 
these companies in 
April-December 2008 
has gone up by 82 per 
cent over the same period 
the previous year. Since op- 
erational expenses and raw 
material prices have been high, 
their EBITDA (earnings before in- 
terest, taxes, depreciation and 
amortisation) has fallen by 10 per 
cent. Net profit margin has almost 
halved from from 11.2 per cent to 
6.5 per cent and PAT (profit after 
tax) has dropped by 27 per cent, 
largely due to higher interest outgo. 

FY2009 has been all about correcting those 
mistakes. "Interest costs for most companies 
are high, but big structural changes in debt have 
happened in 2008-09,” says the head of equity 
of a Mumbai-based research firm. While some 
companies have been forced to roll over debt, 
others have restructured or refinanced. But so 
long as the topline remains emaciated, these 
would only amount to fighting the fire rather 
than putting it out. 





rajeeodubey (a) abp.in 
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PRICE OF GROWTH 


Though loan intake of Indian companies increased by 31% in fiscal 2008 over the previous fiscal, the interest payout grew at a much faster rate 


TOTAL TOTAL PBDIT NET TOTAL LOANS — INTEREST LOANS RESERVES TOTAL PAID 


REVENUES SALES PROFIT LIABILITIES TAKEN PAYOUT ADVANCED UP EQUITY 

2007-08 42,50,358 | 35,42,406 10,06,310 3,74,157 1,00,94,206 23,36,717 3,50,307 2,00,155 18,13,314 22,68,043 

"2 2006-07 33,30,189 28,22,367  7,60,411 2,95,202 78,21,951 17,77,806 2,40,430 1,31,779 13,24,825 17,04,984 
IM % change 27.6 25,9 32.3 26.7 29.0 31.4 45.7 51.9 36.9 33.0 


Figures in Rs crore; the numbers reflect the consolidated figures of 6,672 companies; PBDIT: profit before depreciation, interest and taxes 





RISKY POSITIONS 


The debt-equity ratio, which indicates the proportion of equity raised on the company's debt, is very high for some companies 





COMPANY DEBT-EQUITY LOANS INTEREST TOTAL PAID RESERVES” TOTAL NET PROFIT 
RATIO TAKEN PAYOUT UP EQUITY REVENUES 
im ACC Concrete 50 114.00 4.46 3.43 -96.57 517.97 -96.80 
"M Saurashtra Cement 48 337.29 72.61 26.51 -51.00 814.57 -47.67 
<E Max Medical Services 39 128.63 15.17 5.43 -8.71 24.69 1.06 
am Force Motors 34 485.66 49.43 14.15 0.97 1,262.31 -178.77 
SEM Maytas Properties 33 696.48 12.73 20.91 20.86 323.72 19.72 
SM Henkel India 31 369.98 33.45 14.96 -172.51 522.70 -58.88 
IM AGS Holdings 28 126.47 7.98 4.44 3.94 15.51 2.62 
eM Soul Space Projects 23 146.70 10.13 6.53 4.44 18.17 1.26 
EE Simbhaoli Sugars 20 678.63 39.64 38.56 3.61 672.36 -29.11 
I'M MTZ Polyfilms 20 108.49 8.81 5.72 -83.64 114.73 -12.14 
IE. SpiceJet 19 540.12 9.01 27.98 -212.67 1,450.95 -133.51 
IPM Delhi Transco 18 584.86 78.30 32.61 -3,599.39 250.10 51.69 
IKE Maral Overseas 18 304.18 23.22 17.30 -4.46 334.66 -44.92 
IBE Aban Offshore 16 13,043.40 751.38 811.90 498.34 2,128.06 37.67 
IRE TVS Interconnect Systems 16 187.22 12.86 11.89 7.39 266.70 2.60 
ism Nova Petrochemicals 16 162.74 14.04 10.46 -16.54 373.01 -29.89 
IEEE Deccan Chargers Sporting Ventures 14 385.45 0 27.25 2.05 56.60 2.05 
I: Privilege Power & Infrastructure 14 162.79 17.69 12:17 10.09 0.66 -0.36 
IES IDBI Homefinance 13 2,544.39 193.48 188.92 43.94 267.30 29.87 
PE Alpex International 13 331.41 27.62 24.95 -10.04 68.41 4.88 
Figures in Rs crore (for fiscal 2007-08), *reserves used in debt equity ratio; only loans above Rs 100 crore are taken into account 
HEAVY INTAKE SHARP SPIKE 
Companies took more loans in FY2008 compared to the previous fiscal Interest payments also increased significantly in fiscal 2008 


FY 2007 FY 2008 GROWTH FY 2007 FY 2008 GROWTH 





COMPANY LOANS LOANS (%) COMPANY INTEREST INTEREST (%) 
TAKEN TAKEN PAYOUT PAYOUT 
IM ICICI Bank 82,881 1,06,974 29.1 I Tata Steel 636 4,589 622 
Va State Bank of India 70,858 97,693 37.9 PE Hindalco Industries 366 1,921 425 
XE HDFC 98,575 70,897 21.0 KE NTPC 1,750 1,881 7 
EE Tata Steel 25,090 53,610 113.7 ad Indian Oil Corp. 1,743 1,804 3 
Sm Reliance Industries 33,651 52,378 29.6 SM Power Grid Corp. of India 1,315 1,670 27 
SM IDBI Bank 49,576 45,361 -8.5 SM Fertilizer Corp. of India 1,404 1,506 7 
IM Power Finance Corp. 34,816 41,735 19.9 DM Tamil Nadu Electricity Board 1,161 1,437 24 
SE Indian Oil Corp. 29,473 38,819 31.7 EM Reliance Communications 866 1,093 26 
SE Rural Electrification Corp. 30,281 34,283 13.2 EM Reliance Industries 1,231 1,086 -12 
DUE Nabard 32,064 33,500 4.5 eH Ispat Industries 1,029 1,024 O 
IB Hindalco Industries 8,443 32,492 284.8 BB NHPC 661 976 48 
iva NTPC 27,020 30,315 12.2 IFE APGENCO 720 920 28 
IKE Export-Import Bank of India 21,562 29,326 35.4 IK Bharat Sanchar Nigam 779 863 11 
IDE Reliance Communications 17,438 25,822 48.1 IBS Hindustan Petroleum Corp. 460 820 78 
IRE Indian Railway Finance Corp. 21,794 24,099 10.6 IE Tata Motors 300 763 154 
Figures in Rs crore; Nabard: National Bank for Agriculture and Rural Development; APGENCO: Andhra Pradesh Power Generation Corp. Source: CMIE Prowess 
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IW BJ-)s) Corporate 
PRUNING DOWN 


Some companies reduced their loans, yet their interest payout increased in fiscal 2008 compared to the previous fiscal 


COMPANY 


IDBI Bank 

Delhi Transco 

Reliance Petroinvestments 
Bharat Sanchar Nigam 

IFCI 

Rajesh Exports 

Deutsche Bank AG 

Tata Tea 

ONGC Videsh 

DSP Merrill Lynch 

Bajaj Holdings & Investment 
Reliance Ventures 

Reliance Strategic Investments 


Housing & Urban Development Corp. 


National Housing Bank 
Citibank NA 

Reliance Communications Infra. 
Ispat Industries 

Indian Bank 

Sun Pharmaceutical 

GMR Energy 

Essar Steel 

Steel Authority of India 
JPMorgan Chase Bank* 

Oil & Natural Gas Corp. 

North Eastern Electric Power Corp. 
Oil India 

Grid Corp. of Orissa 

Cotton Corporation of India 

Dr. Reddy's Laboratories 


FY 2007 
LOANS 


49,576.35 
4,244.29 
3,197.17 
3,720.57 

12,853.41 
3,323.37 
7,138.63 
4,599.59 

13,234.76 
1,860.64 
1,680.07 
3,812.65 
1,550.00 

20,435.44 

18,478.93 

12,771.33 
3,891.11 
8,315.50 
2,417.39 
1,114.55 
2,352.83 
7,052.66 
3,749.90 
3,258.43 
1,600.54 
1,612.98 

814.01 
2,563.98 
940.41 
2,490.65 


Figures in Rs crore; “JPMorgan Chase Bank, National Association 


LENDING SIGNS 


Many companies raised loans to give advances to other companies 





"s 
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COMPANY ADVANCED. RAISED 
Tata Steel 15,005 53,610 
Reliance Ports & Terminals 8,071 5,430 
Tata Motors 7,693 11,584 
Mahindra & Mahindra 6,434 10,358 
Larsen & Toubro 6,191 | 12,315 
Reliance Infrastructure 5,344 6,687 
Indiabulls Real Estate 3,732 616 
Reliance Communications Infra. 2,867 2,660 
Vodafone Essar 2,804 3,013 
Reliance Utilities & Power 2,501 1,076 
Northern Coalfields 2,176 815 
NTPC 1,785 30,314 
Mahanadi Coalfields 1,429 157 
DLF Home Developers 1,263 2,245 
Vodafone Essar Mobile Services — 1,217 400 


Figure in Rs crore (for Fiscal 2007-08); “Advances as % of loans raised 


FY 2008 
LOANS 


45,360.85 
584.86 

0 

720.57 
10,142.73 
970.82 
5,062.32 
2,609.3 
11,383.35 
156.37 

0 
2,182.09 
8.37 
18,902.98 
16,980.6 
11,322.58 
2,660.08 
7,113.88 
1,283.24 
143.63 
1,400.98 
6,116.58 
2,979.51 
2,506.22 
944.00 
962.48 
174.89 
1,964.26 
397.06 
1,968.38 


ADVANCES 


28.0 
148.6 
66.4 
62.1 
90.3 
79.9 
605.8 
107.8 
93.1 
232.4 
267.0 
9.9 
909.1 
56.3 
304.0 


REDUCTION 


4,215.50 
3,659.43 
3,197.17 
3,000.00 
2,710.68 
2,352.55 
2,076.31 
1,990.29 
1,851.41 
1,704.27 
1,680.07 
1,630.56 
1,541.63 
1,532.46 
1,498.33 
1,448.75 
1,231.03 
1,201.62 
1,134.15 
970.92 
951.85 
936.08 
710.39 
752.21 
656.54 
650.50 
639.12 
999.72 
943.35 
922.21 


REDUCTION FY 2007 FY 2008 
(96) INTEREST PAYOUT INTEREST PAYOUT % CHANGE 
8.5 5,830.36 7,546.53 
86.2 66.34 78.30 
100.0 NA NA 
80.6 779.41 862.54 
21.1 897.53 816.64 
70.8 93.64 131.01 
29.1 467.07 536.49 
43.3 288.02 308.20 
14.0 32.03 746.26 
91.6 172.29 39.23 
100.0 9.94 0 
42.8 23.86 237.08 
99.5 196.97 11.29 
;.9 1,771.79 1,707.89 
8.1 1,213.19 1,264.78 
pe 1,696.37 2,311.42 
31.6 42.96 145.08 
14.5 1,029.09 1,024.02 
46.9 2,409.62 3,154.92 
87.1 12.68 8.76 
40.5 145.21 147.40 
Ic 636.44 609.89 
20.5 328.08 246.77 
23.1 127.35 203.52 
41.0 161.43 113.53 
40.3 120.56 97.82 
78.5 13.96 34.37 
23.4 231.08 199.47 
57.8 33.22 21.74 
21.0 134.25 86.22 
PRESSURE ON INCOME 


interest outgo for many was higher than their revenues 


COMPANY 


INTEREST 


PAYOUT 


TOTAL 
REVENUES 





29.4 
18.0 
10.7 
-9.0 
39.9 
14.9 
7.0 
2,229.9 
-77.2 
-100.0 
893.6 
-94.3 
-3.6 
4.3 
36.3 
237.7 
-0.5 
30.9 
-30.9 
1.5 
-4.2 
-24.8 
59.8 
-29.7 
-18.9 
146.2 
-13.7 
-34.6 
-35.8 


NET 
PROFIT 





im Fertilizer Corp. of India 1,506.06 
Ya Hindustan Photo Films Mfg. 718.21 
KE Gujarat State Financial Corp. — 112.55 
am Bellary Steels & Alloys 110.44 
3E HMT Watches 93.41 
SM Cimmco Birla 84.79 
Dl Bisra Stone Lime 82.20 
¿E Lavasa Corporation 58.61 
EM Mackinnon Mackenzie 47.25 
I'M Aditya Spinners 39.16 
IBN HTL 32.71 
IPM Nicco Uco Alliance Credit 29.27 
IKE South Asia FM 23.25 
IDE SBI Home Finance 21.36 
IPS HMT Chinar Watches 19.48 


10.85 
18.79 
67.89 
50.44 
26.08 
35.09 
48.88 
3.09 
2.56 
"Ar 
19.26 
4.95 
7.32 
3:99 
2.1 


-1,504.83 


-789.49 
-109.13 
-115.57 
-146.95 
-97.86 
-81.61 
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... Gover Story Tech Mahindra-5atyam 


The Winner 
Takes All... 


by Venkatesh G. 


H: The 

Satyam buy will help 
Anand Mahindra’s 
Tech Mahindra 
leapfrog into the big 
league of Indian IT 


Y sheer coincidence, the resur- 
rection of Satyam Computer 
Services, battered after the con- 
fession of its erstwhile founder 
and Chairman B. Ramalinga 
Raju in early January, almost fell 
on Easter Sunday, on which day 
Jesus Christ was resurrected too. On Monday, 
13 April, Tech Mahindra was declared the high- 
est bidder and winner to acquire the scandal-hit 
company. On Thursday, 16 April, that decision 
was upheld by the Company Law Board (CLB), 
paving the way for completing the most high- 
profile acquisition in recent times. 

Tech Mahindra will acquire Satyam using a 
special purpose vehicle, Venturbay Consultants, 
which will buy a preferential equity issue of 31 
per cent of Satyam’s equity capital, followed by a 








further acquisition of 20 per cent through an 
open offer to existing shareholders. Tech 
Mahindra will have to pay roughly Rs 2,900 
crore for the 51 per cent stake. 

There was a palpable sense of relief as the 
drama surrounding the Satyam acquisition 
drew to a close. Infosys Technologies’ Chief 
Mentor N.R. Narayana Murthy, who had called 
Satyam “tainted”, expressed relief that employ- 
ees of Satyam could now breathe easier; Tata 
Consultancy Services (TCS) CEO S. Ramadorai 
echoed the sentiment, saying that things could 
now move on. 

“It is a good thing that this issue is now 
behind us,” says Kris Gopalakrishnan, CEO of 
Infosys Technologies. *It is commendable that 
Satyam's government-appointed board has 
been able to bring the uncertainty about its 
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both the potential upsides as well as the enormous risks 


future to closure.” The mar- 
kets also cheered, sending 
Tech Mahindra’s stock up 
12 per cent. 

While the acquisition 
will close the chapter on 
one part of the story, it will 
open several new chapters 
that will unfold over the 
next few months, and that 
will, in turn, open up fresh 
questions. What exactly 
has Tech Mahindra gotten 
for its money? What are 
the next steps for Tech 
Mahindra and what will it 
. do with its new acquisi- 
tion? What will Larsen & 
Toubro (L&T), the per- 
ceived front-runner that 
still holds about 12 per cent 
of Satyam, do now? 

The past is often prologue, and some unan- 
swered questions will resurface. Did the Big 
Three Indian IT companies — Infosys, TCS 
and Wipro — miss out on an opportunity and 
create competition for themselves in the form of 
a bigger Tech Mahindra? Can Tech Mahindra 
successfully navigate the minefield of lawsuits 
and creditor claims it will inherit with the ac- 
quisition? Will the government provide some 
form of protection? 


Putting It Together 

The CLB’s approval of the deal on Thursday 
came with some key caveats, many of which 
were already in the public domain. Tech 
Mahindra cannot sell any of Satyam’s assets for 
two years (this includes some of the real estate 
that Satyam owns, currently valued at around 
Rs 1,200-1,500 crore); the company cannot 
have more than four members on Satyam’s 
board of directors, and the government nomi- 
nees will stay. 

As part of the bidding terms for Satyam, Tech 
Mahindra is locked into the acquisition for 
three years, though it may be allowed to raise 
more equity if so required. Satyam needs cash 
x for operations, and some of the money that pays 
for Tech Mahindra’s stake will reduce the pres- 
sure on operational finances. 

But the bill may not stop at the Rs 2,900 
crore that will pay for the acquisition; there are 
still the lawsuits, including class action suits in 
the US courts that may require Tech Mahindra 





to have more money in its 
war chest. Even using a 
conservative estimate, 
that may be another 
$500 million or roughly 
Rs 2,500 crore. 

To pay for the acquisi- 
tion, Tech Mahindra 
officials have said that 
they have about Rs 700 
crore in internal accruals; 
the company is reported 
to be in the process of rais- 
ing another Rs 600 crore 
through a four- to five- 
year bond issue. Kotak 
Mahindra Bank is also 
said to be advising the 
company, and helping put 
together a consortium of 
lenders to enable financ- 
ing of the acquisition. 


Advantage Tech Mahindra 
Thus far, Tech Mahindra has been a niche 
player, with 60 per cent of its revenues coming 
from one client — British Telecom (BT). 
“Satyam becomes a breakout opportunity for 
Tech Mahindra,” says Niosgant Verma, vice- 
president at Tholons Capital in Bangalore. 
“While the road ahead is tough and holds no 
guarantees, it gives Tech Mahindra a shot at be- 
coming the fourth pillar of the Indian IT story.” 
From servicing a single business — telecom — 
it acquires a wide base of clients across several 
industries and capabilities. *It will enable Tech 
Mahindra to move into several geographies us- 
ing Satyam's spread,” says C.S. Chandramouli, 
director, advisory services at Zinnov Consulting, 
a Bangalore-based firm. *They will have a com- 
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TOUGH TASK AHEAD: 
Tech Mahindra CEO 
Vineet Nayyar will have 
to handle Satyam's 
liabilities and put 
together à new 
management team 







Tech Mahindra will buy 31 per cent of Satyam's equity capital followed by a further 
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may have jumped the gun too early when he called Satyam 

“tainted”, and deprived his company an acquisition 
opportunity. But none of the larger companies seem to rue the 
"loss". However, the question is being asked nevertheless: would it 
have been better for any of the Big Three — Infosys, Tata 
Consultancy Services (TCS) or Wipro — to have acquired Satyam? 
Would they have benefited? ; | 

Despite the scam, Satyam's basic business was still in 
reasonably good shape, and some people are surprised that none 
of the larger firms evinced any interest in the company. "We do not 
look merely at valuation, but synergies and an entry into areas 
where we have no presence," says T.V. Mohandas Pai, human 
resources director at Infosys. | | 

Large clients prefer using multiple vendors. And while more than 
half of GE's business, for example, was accounted for by Satyam, 
over the past few months, an increasing amount was moving to 
others such as TCS. Three years ago, the market share of the Big 
Five (including HCL and Satyam) was 40 per cent of industry 
revenues, which has since gone up to 58 per cent; the acquisition 
of Satyam could have consolidated this growth to within the Big 
Three. Even on pricing, larger service providers are more expensive 
and would have to charge more for any clients acquired from 
Satyam; clients may not have been very willing. 

"As we know, Satyam's contracts were priced lower than those of 
the Big Three," says Peter Schumacher, CEO of US-based Value 
Consulting. “A takeover of Satyam would mean price increases, 
and clients could have walked away and diluted the value of the 
acquisition." Some clients of Satyam may not have been receptive 
to a takeover by a larger firm. 

The Big Three also have other strategic imperatives. "They need 
to expand their onshore capabilities to compete against the likes of 
Accenture, IBM and Capgemini," says Sid Pai, partner and 
managing director at TPI, an outsourcing advisory firm. Acquiring 
Satyam would have done nothing to further these strategic needs. 


prehensive solution set for enterprises and be 
able to get into other verticals inorganically" 
“During its last investor conference call, Tech 
Mahindra had indicated that revenue growth 
could be a challenge over the next quarters,’ says 
Manik Taneja, IT analyst at Emkay Global Fi- 
nancial Services in Mumbai. “There have been 
significant cuts in BT's core spending, and there 
could be more.” In the third quarter of FYOS, the 
company reported à 14 per cent drop in revenue 
from the previous quarter to $232 million. 
"About 75 per cent of our revenues are in 
pounds sterling, and 70 per cent of Satyam's 
revenues come from the American market,’ said 
Anand Mahindra, chairman of Tech Mahindra, 
at the press conference that followed the an- 
nouncement of the winning bid on Monday. 
“This is a marriage made in heaven.” Peter 
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Schumacher, CEO of Value Consulting, a US- 
based management consulting firm, echoed 
that thought, saying that the acquisition would * 
give Tech Mahindra a 50/50 revenue split that 
most IT companies strive to achieve. 

It also benefits Tech Mahindra's subsidiaries 
such as Bristlecone — which provides supply 
chain management solutions using SAP — 
access to Satyam's clients such as Shell Oil, 
Adidas, Hitachi, Nike and Apple, among others. 
“We see a lot of synergies in this buy,” said 
Vineet Nayyar, vice-chairman and CEO of Tech 
Mahindra, at the press conference. 


Unwanted Legacies 

The scam of Satyam's accounting misstate- 
ments and exaggerations apart, the acquisition 
will pose many challenges for Tech Mahindra. 
The first will be dealing with lawsuits that could 
potentially impose damages. Two US law firms 
— Izard Nobel LLP and Vianale & Vianale LLP 
— have filed class action lawsuits on the fraud 
perpetrated by Raju and his associates, leading 
to inflated stock prices and subsequent losses 
for Satyam's US shareholders. 

Then there is the high-profile lawsuit filed by 
Upaid Systems against Satyam last year; the 
issue under contention dates back to 1997-98, 
when one of the subsidiaries of Satyam 
Computers was engaged by Intouch Technolo- 
gies (currently Upaid Systems) for product 
development work. 

A group of Satyam staff had used Upaid- 
developed software that they had access to 
during the course of their assignment with 
Intouch. They modified this software, and then 
tried to sell it as their own intellectual property. 
Satyam claimed that these staffers were no 
longer with the company when they tried to sell 
this seemingly illegally acquired product. 

Apart from the existing ones, there could be 
more lawsuits arising in the future, says B. Sai 
Chandravadhan, vice-president of Chess 
Management, a legal audit and compliance 
company. “Typically, investors look to see if 
there’s clarity on who would run the company in 
a case like this and then press for lawsuits when 
it becomes clear.” 

When Tech Mahindra officials were asked 
about the extent of liabilities arising out of these 
lawsuits, they declined to divulge details, citing 
CLB regulations that prevent a company from 
giving out information till the deal is sealed.4 
Analysts point out that the risk from potential 
lawsuits, including class actions, could be high 
and cost around Rs 2,000 crore. “Tech Mahin- 
dra must have factored in some significant legal 
expenses and settlements,” says Schumacher of 
Value Consulting. 
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The People Problem: 
Excess Baggage? 
Managing Satyam’s 
45,000 employees poses a 
challenge on a scale that 
may be outside the realm 
of Tech Mahindra’s expe- 
rience. True, there are not 
many overlaps when it 
comes to business verti- 
cals, so there are unlikely 
to be layoffs on that count. 
But there is a considerable 
amount of uncertainty 
whether key people in 
Satyam would be given 
the kind of free hand that 
they have been used to. 

“We have been in- 
formed that Tech Mahin- 
dra will retain key people 
with client-facing roles for a year,” said a Satyam 
official, who requested anonymity. This is in 
line with the idea that clients would like conti- 
nuity in the IT services business. There have 
been reports that 100 key people are definitely 
likely to be retained (apparently, this list does 
not include the name of Ram Mynampati, who 
had originally succeeded Raju as CEO). 

On being questioned about a change in man- 
agement if this deal came through, both the 
existing Satyam management and Tech Mahin- 
dra’s leadership did not rule out changes in 
management. The CLB has already spelt out its 
position on the composition of the board of 
directors when it approved the deal — Tech 
Mahindra could appoint no more than four 
directors, and the three government-appointed 
nominees would stay on. 

The new organisational structure will likely 
include Tech Mahindra officials at the top; at 
the press conference, Tech Mahindra CEO 
Nayyar introduced key management personnel: 
C.P. Gurnani, president of the company’s inter- 
national operations who has earlier had stints 
with Perot Systems India and HCL Technolo- 
gies, and Sanjay Kalra, president of Tech 
Mahindra who has had stints with HCL Tech- 
nologies and Tata Unisys. It was a demonstra- 
tion of management capability and bandwidth 
to make this acquisition work. 

But industry analysts and observers say that 
x there is a strong possibility of shutting down 
units that have no synergies with Tech Mahin- 
dra. This could mean that Satyam BPO — 
which employs about 5,000 people — may 
not be perceived as having any strategic interest 
for Tech Mahindra; revenues from its BPO 
operations is negligible. 


Clearing Some Hurdles 

Tech Mahindra can take a short breather while 
it gets together the money required to put into 
the escrow account; company officials declined 
to comment, citing CLB rules. But the competi- 
tion is gearing up for action. 

Satyams advantage over its larger rivals has 
been its pricing strategy; market analysts point 
out that Satyam has kept its prices between 3 
and 6 per cent lower. But as the downturn has 
progressed, other IT companies have felt the 
pressure on their margins and business vol- 
umes; Infosys Technologies, in its results con- 
ference on Wednesday, said the outlook for 
FY10 would be bad. That outlook does not seem 
to look much better for the others too. 

So the likelihood of Tech Mahindra's com- 
petitors poaching on Satyam’s client list is 
becoming a reality. “It’s not as if it has not hap- 
pened before, says an investment banker, 
whose company specialises in advising technol- 
ogy companies. “It’s in the nature of the compe- 


REASON TO CHEER? 





SIGH OF RELIEF: 
(From left) Satyam 
Board Chairman Kiran 
Karnik and members 
Deepak Parekh and 
T.N. Manoharan 





The markets also welcomed the Satyam aquisition, sending Tech Mahindra's 
stock up 12 per cent on 13 April, the day of the announcement 
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OPPORTUNITIES AND THREATS 





= Tech Mahindra, which has so far serviced only telecom, will now be able to 


Figures are FYO8 
revenues in Rs crore 
Source: Company Reports 
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ROLE NOW? Satyam's 
current CEO A.S. Murty 
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tition, and it’s just going to get sharper now.” 
The other risk that Tech Mahindra faces is 
that of losing not just client projects, but the 
personnel associated with them, since clients 
like continuity. That is a real threat for Tech 
Mahindra; the vast experience of Satyam’s em- 


ployees is a very tangible asset in the IT services 


business, and losing key project personnel 
could be a problem. 

The restatement of accounts is still a work in 
progress, but the combined client base of Tech 
Mahindra and Satyam could be in excess of 
500, including the likes of General Electric, 
General Motors, Nestle, Citibank.and BT. Man- 
aging that base will pose significant challenges 
for Tech Mahindra. “It’s imperative for the new 
owners to restore confidence in clients, employ- 
ees and investors — in that order,” says Partha 
Iyengar, head of research at Gartner India. 

The biggest challenge — though one that is 
some way in the future — is the integration of 
the two companies. Sooner or later, the two will 
have to be merged into one to lever- 
age that scale advantage. Tech 
Mahindra has acquired a company 
almost twice its size and capability; 
and, in a deteriorating environ- 
ment, integration with incurring 
huge costs in terms of people lost, 
compromising on margins will oc- 
cupy significant management 
bandwidth. “Tech Mahindra’s man- 
agement will be put to the test over 
the next two-three years in gaining 
visibility and customer confidence,” 
says Chandramouli. 


The Test Of The Rest 

On its part, L&T will have to deal 
with life after having lost the bid; it 
remains a significant shareholder, 
even after its current 12 per cent 
stake in Satyam will go down to a 
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little over 9 per cent on the expanded capital 
base, after the preferential issue of shares to 


Tech Mahindra. L&T cannot sell its stake for at ~+ 


least six months; that Satyam stake is still con- 
sidered a strategic investment and the company 
will not have to mark it to market immediately. 
But company officials say that L&T will sell its 
holding “at an appropriate time”. Their IT busi- 
ness may not be spectacular, but it remains a 
good one, they say. 

But even after the CLB approved the deal, 
people such as B.K. Modi of the Spice Group, 
one of the original contenders for Satyam, 
continue to criticise and question the bidding 
process, saying he will approach the CLB ques- 
tioning the propriety of having Deepak Parekh, 
who is a member of Tech Mahindra parent 
Mahindra & Mahindra's board of directors, in 
addition to being on Satyam’s, evaluate the 
bids for Satyam. 

Modi says he is writing to Justice S.P. 
Bharucha, who oversaw the bidding and evalu- 
ation process about the apparent conflict of in- 
terest that should at least have been récognised 
and noted for the record. Sour grapes, say some 
analysts, dismissing his concerns while point- 
ing out that this question should have been 
raised much earlier. Most believe that his 
protest is unlikely to derail the acquisition at 
this juncture. 

In another more surprising development, 
the Institute of Chartered Accountants of India 
(ICAI), the accounting standards quasi-regula- 
tory body, expressed its opposition to the acqui- 
sition. Uttam Prakash Agarwal, ICAI president, 
said on Thursday that the deal should not have 
gone through till a clearer picture of the ac- 
counts emerged. 

"Why is it taking so long to restate the ac- 
counts? Considering the complexity, ICAI 
should have got its act together faster," says a 
partner from an accounting firm in Mumbai, 
who requested anonymity. As part of its con- 
sent, the CLB gave Satyam's new auditors 
KPMG and Deloitte until the end of December 
2009 to submit the restated accounts. 

But none of this is likely to deter the process. 
The ICAI has no regulatory power to stop the 
acquisition, though a court could. But from all 
indications, none of the 'aggrieved' parties 
seems inclined to go that far. So Tech Mahindra 
will go ahead and finish what it started. Hope- 


fully, it will be able to complete its acquisitions 


without more hiccups. And the world will be 
watching to see if Tech Mahindra removes the 
Satyam stain on corporate India's reputation. 





With inputs from Dhanya Krishnakumar 
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Dollars Down 
The Drain 


Most PE 
funds are 
losing out 

in India, 

and beating 

a retreat 


by Sreevalsan Menon 


LAST MONTH, A GENERAL PARTNER (GP) OF A MUM- 
bai-based private equity (PE) fund got a rude 
shock: his limited partners (LPs) wrote to him 
barring further disbursement from the funds he 
was managing on their behalf. “We are no 
longer looking seriously at India,” the letters 
said, just after he had committed a few hundred 
crore to some desperate promoters. 

PE firms, it appears, are beating a retreat. A 
recent report by the Boston Consulting Group 
and IESE Business School says that globally at 
least 20-40 of the 100 PE firms could go out of 
business in the next two years. Most PE funds, 
the report adds, are likely to default on their 
debt of about $1 trillion. Their potential losses 
could be around $300 billion. 

Till early last year, India attracted large-scale 


EYE private equity 


cross-border PE transactions — 192 deals 
worth $9.5 billion in 2008 compared to 282, 
worth $25.7 billion by 2005 — and the average 
deal value was $30.3 million. That has changed 
dramatically now; Nirmal Gangwal, chairman 
and founder of Brescon Corporate Advisors, 
says that everyone now knows that India would 
not generate the expected high returns. 

In hindsight, many investments appear ill- 
advised, both in listed and unlisted companies. 
PIPE (private investments in public enter- 
prises) deals have been dented by a collapsing 
stockmarket. PE funds depend on liquidity 
events for exit, such as initial public offerings 
(IPOs) — down to 44 in 2008 from 101 in 2007. 

The run-away dollar was the final nail on the 
coffin. “Those who raised funds in the past one 
year and disbursed in a hurry have clearly lost 
the most,” says K. Srinivas, general partner at 
BTS Investment Advisors. “This is turning out 
to be worse than the dot-com bubble.” 


It Isn't Just The Recession 

Can the huge losses in valuation made by Black- 
stone, ChrysCapital and ICICI Venture be ex- 
plained? Was it hype, not logic, that led them to 
fork out hundreds of crores for deals that have 
gone sour? Investments in sectors such as tex- 
tiles, aviation, gems and jewellry, IT, and auto 


SIGNS OF DISTRESS 


Private equity companies are making heavy loses on their investment in listed companies 
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Source: BW research 
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and auto components have been hit 
hard by recession, but strategic 
blunders have also been punished. 

Take Blackstone’s investment in 
textile firm Gokaldas Exports. It 
had no front-line brand or an inno- 
vation to capture the imagination of 
the highly competitive export mar- 
kets, yet Rs 660 crore was pumpe 
into it. Ditto for its Rs 615-crore in- 
vestment in Nagarjuna Construc- 
tion, now caught in the web of the 
Satyam scam because of its associa- 
tion with Maytas in 11 irrigation 
projects. According to Parikshit 
Kandpal, an analyst at Mumbai- 
based Ambit Capital, if Maytas can- 
not bring additional Rs 50-60 crore, 
Nagarjuna will have to hike its stake 
in the special purpose vehicles. 

Warburg Pincus has lost a big 
chunk of its Rs 207-crore invest- 
ment in Vaibhav Gems, and the 
downturn in the automobile indus- 
try came too fast for it to prevent the 
64 per cent erosion in value in its 
Amtek Auto investment. But its 
Rs 902-crore gamble in Moser Baer 
may well take the cake. 















investor 


GROUP 


CHRYS 


ICICI 





Blurred Vision 
Were PEs picking the wrong firms or sectors? 
Realty firms have proved big losers for PE in- 
vestments. The industry is not exactly transpar- 
entor progressive, yet big bets were taken. Most 
firms — including Punj Lloyd, a PE favourite — 
are financially stressed, and several are staring 
bankruptcy in the face. Even in oil and gas, Car- 
lyle’s investment in Great Offshore is seen as a 
classic case of choosing the wrong company in 
the right sector that had a reasonable run. 
ChrysCapital's preference for auto financing is 
extracting a huge price. Bajaj Auto Finance has 
been reduced to a marginal player in consumer 
finance, with the group steadily losing its grip on 
the two-wheeler and three-wheeler businesses. 
These are cyclical businesses, but the trend ap- 
pears to have spread to even ‘good’ sectors. 
Blackstone's investments in unlisted compa- 
nies such as Intelenet Global (Rs 900 crore), 
MTAR Technologies (Rs 292 crore) and Emcure 
Pharma (Rs 225 crore) have all gone down in 
valuation too. Comparable listed companies 
have been poor performers, yet the investments 
went ahead. ICICI Venture has tried to play it 
safer with majority investments in defensive sec- 
tor such as retail and healthcare, but not without 
disasters such as Subhiksha (Rs 40 crore), or 
losses in Home Solutions of Kishore Biyani, and 


BLACKSTONE 





WARBURG 
PINCUS 


CARLYLE 








CAPITAL 


VENTURE 


POOR EXPECTATIONS 


Investments in unlisted firms are expected to see meagre or no profits in FY2009 


investment Profit 
(Rs crore 


225 


Investment 
date 


Jul '06 


Company 








Emcure Pharma 


Intelenet Global Jun'O7 | 900 
MTAR Technologies Nov '07 293 
| Bhaskar Group Mar '06 152 
: Lemon Tree Hotels Jul '06 203 
Max Healthcare Jun '05 144 
Gangavaram Port Sep '08 151 
Newgen Imaging Oct '04 90 
Repco Home Fin . Jan '08 125 
Claris Lifesciences Mar '06 90 
Hathway Cable | May '07 270 
Mankind Pharma | Mar '07 108 





— — — — —— 


221 


Entertainment World | Mar '08 
Subhiksha - |Dec'OO0 | 40 
Arch Pharma Labs Aug '07 118 
PVR Pictures jun'08 | 60 


not forgetting the joint venture for land develop- 
ment at Worli with GlaxoSmithKline. 

‘Have hype, will invest’ seems to have been a 
major theme for media firm investments, too. 
Take Warburg's Rs 151-crore exposure in the 
Bhaskar Group, ChrysCapital's Rs 270 crore in 
Hathway Cable and ICICI Venture funding of 
Rs 60 crore in PVR. Following a two-year high, 
the momentum is moving the other way. 

*Ad revenues are on a decline. Newsprint 
prices may be correcting but not as sharply as 
other commodities, which are trading close to 
2003-levels,” says media analyst Mihir Shah. 
Even in cinemas that seemed to be doing well, 
lower occupancy, high content cost and average 
ticket prices have brought PVR's operating 
profit margins down by 11.5 per cent. 

Sunit Arora, an analyst at Prabhudas Lillad- 
har, a brokerage firm, believes the tough times 
may last beyond 2009. “We are seeing a reallo- 
cation of resources. Promoters have to realign 
themselves to receive any more funding,” says 
Pranav Parikh, managing director of Q India 
Investment Advisors. For most PE firms, the 
choice appears to be between stay and burn, or 
take the fire exit of distress sales. 
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estimates 


2008-09 í 


-15 
-6 
>-6 


-22 
5-6 


3-4 


* Profit estimates for 2008-09 are 
based on analyst consensus; the 
table is not exhaustive and does- 
n't show the complete portfolio of 
PE firms Source: BW research 





Carry On 
London 


by bill emmott 


HOW WAS IT FOR YOU? DID YOU FEEL THE WORLD 
order shifting as the G20 summit gathered 
in London? Did you feel proud that India 
and China are now there at the world’s main 
decision-making gathering? If so, you must 
have felt disappointed and rather embar- 
rassed when the closest thing Asia has to a 
continent-wide meet, the East Asia Summit 
(EAS), had to be abandoned on 11 April 
when Thai protesters stormed the building 
in Pattaya where the meeting was to be held. 

Or you did not even know, let alone care, 
that the EAS was supposed to be happening 





of the workings of private businesses and 
investors. Primarily, though, what govern- 
ments could do, if they so chose, is to make 
things even worse. They could do that chiefly 
by fighting with one another, by pursuing na- 
tionalistic, beggar-my-neighbour' policies 
of local subsidies, of higher trade barriers. 
That is why the G20's harmonious vague- 
ness is really important. In the 1930s, the big 
powers were at each others' throats. Repara- 
tions were owed, invasions were threatened, 
trade barriers were erected. In 2009, thank 
goodness, things look completely different. 
Divisions do exist. Last November, the 
same G20 promised not to introduce new 
protectionist measures for the following 12 
months; yet according to the World Bank, 17 
ofthe countries have since then introduced a 
total of 46 trade-restricting measures. The 
G20 is no guarantee against hypocrisy. The 
protectionist measures introduced so far are 
all regrettable, all damaging, but none crip- 
plingly so. Every recession brings some re- 


at all. The EAS joins together the 10 mem- The current version to nationalism, to inward-looking, 
bers of the Association of South-East Asian 1 short-sighted policies. The crucial point is 
: i s economic ; i 
Nations with India, China, Japan, South Ko- reo that they must be minor, must be reversible, 
rea, Australia and New Zealand. If ever an CT1S1S offers and must not trigger outright trade war. 
Asian equivalent to the European Union is the best Could they? The biggest danger period is 


formed, it will look rather like the EAS. 

Yet nobody life will have been ruined by 
the EAS's abandonment, except perhaps that 
of the host, the Thai Prime Minister, Abhisit 


opportunity 
to turn world 


still to come, perhaps as soon as the second 
half of this year but certainly by 2010. The 
global crisis is still young and new. Unem- 
ployment has been rising only for six to nine 


Vejjajiva. But then again, the G20 meeting in forums into months in most countries. What if unem- 
London did not transform anyones life something ployment keeps on rising as private spend- 
either, although at least the protesters (in k ing keeps on falling, and the fiscal measures 
this case, so-called anti-capitalists) did not pr oductive fail to counter or reverse that fall? If that 


succeed in thwarting the summit. 

The G20, like those protests, was a pretty 
damp squib. Still, that very dampness is a measure of its suc- 
cess. That is also why itis vital for Asia that the EAS should be 
rescheduled soon, with the leaders stressing how important it 
is that these meetings happen regularly — and unexcitingly. 


How so? The content of the G20 meeting was not impor- 


tant. The “$1.1 trillion global boost” that the G20 boasted it 
had agreed upon was a pretty fake figure, being made up 
mainly of technicalities, additions to the IMF’s emergency 
lending facilities here, or to credit lines for trade finance 
there, which is not really a boost, more a stronger safety net. 
Actually, the big progress, the quite genuine achievement, 
at the G20 summit was not what happened but what did not. 
What did not happen was division, bitter argument, blame- 
game for the crisis or to try to get one over on other coun- 
tries. That may sound banal, but is really rather important. 
Most — perhaps all — of the true solutions to this eco- 
nomic crisis are matters of domestic government policy and 


happens, governments will not know what to 
do. The most tempting option, at that point, 
will be to blame foreigners, or in other words each other. 
That is when the solidarity of the G20 will be sorely tested, 
but will also be most important. The US and Europe are eas- 
ily capable of falling out and of blaming each other, but too 
many interests are shared, too many companies span the 
Atlantic for them to fall out too seriously with one another. 
That is not, however, true of the US and China, nor is it 
true between the big new emerging powers, such as China 
and India. Meetings, in the glare of the media, and then 
more meetings: that is at least one good way to discourage 
such falling-outs. The G20 must meet again; so must the 
EAS. Indeed, vacuous though all the EAS’s meetings have so 
far been, this crisis offers the best opportunity to turn that fo- 
rum into something serious. Just not too exciting, please. 





The author is a former Editor of The Economist. 
policyworld.bw@gmail.com 
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A Word Of 


Liquor ma- 
jors spread 
the word 
against 
drunk 
driving 


ACTING ANGELS: 
Volunteers from Diageo 
promote safe drinking 
practices at bars in 
Mumbai and Bangalore 
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Caution 


by Shalini S. Sharma 


ON THE WEEKEND OF 14 FEBRUARY, GUESTS AT 
Mumbai's Hard Rock Café witnessed an un- 
common sight. A team of young girls dressed as 
angels — in white frocks and feathers — went 


around the tables, explaining the virtues of 


staying away from the steering wheel after hav- 
ing knocked back a drink or two. The following 
weekend, a similar scene was enacted at the 
city’s Shiro bar, then at Bootlegger’s, Poly- 
esther’s and other such outlets. Puzzled? Well, 
these girls, or Guardian Angels, were promot- 
ing safe drinking practices on behalf of Diageo 
— the liquor major that owns labels such as 
Smirnoff and Johnnie Walker — at bars, pubs 
and lounges across Mumbai and Bangalore. 
Diageo is not alone. Many other liquor giants 
such as beer major SABMiller with brands such 
as Foster’s and Haywards 5000, Bacardi and 
Pernod Ricard (Seagram) have stepped on the 
gas on safe driving campaigns. You would imag- 
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ine that companies have woken up to risks of 
people drowning recession sorrows in a glass of 
alcohol — Dr Sanjay Chugh, a psychiatrist, says 
the incidence of alcohol abuse has gone up by 20 
per cent in recent times. But the companies dis- 
agree, maintaining that the campaigns are part 
of their corporate social responsibility (CSR) ini- 
tiatives. “Our leadership in responsible drinking 
is central to the sustainability of our business,” 
says Lin Menuhin, director, alcohol & responsi- 
bility, Diageo Asia Pacific. 

Others scoff at such talk. “Liquor companies 
that talk of safe drinking have a hidden agenda,” 
says Dr Nimesh G. Desai, member of Indian Al- 
cohol Policy Alliance, part of the Global Alcohol 
Policy Alliance, and also superintendent of the 
Delhi-based Institute for Human Behaviour and 
Allied Sciences. *The message that they try to 
convey is: ‘drink’. But it is the message ‘no drink- 
ing at all’ that needs to be conveyed to people.’ 
Some insiders, too, on condition of anonymity 
admit, “In the face of strict curbs on all other 
forms of advertising, liquor companies have 
taken to promoting safe drinking campaigns.” 


Such scepticism is not surprising. According to 
the World Health Organization, alcohol con- 
sumption leads to nearly 1.8 million deaths 
globally every year, accounting for 3.2 per cent 
of total deaths and 6 per cent of total years of life 
disabled. One key reason is driving under the 
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influence of alcohol. “In the West, it is a huge 
problem,” says Ramesh Mani, CEO of Focus 
"Brands (India), part of the Jubilant group with 
brands such as Campari. “With fast driving on 
highways, even a small mistake by anybody 
driving after drinking can prove fatal.” 

And while western cigarette companies have 
been hit hard by lawsuits — in late 1990s, five US 
tobacco companies reached a settlement of 
more than $200 billion with the government — 
thanks to the strong anti-smoking lobby, alcohol 
companies have had it easier. That is because, 
one, they never claimed their product was harm- 
less, unlike cigarette companies; two, alcohol is 
not addictive in the same manner as smoking is; 
and three, it also does not harm non-drinkers. 

Still, there have been suits against liquor 
companies, too. For instance, in early 2000s, a 
group of US liquor majors were slapped with 
lawsuits accusing them of targeting minors 


* with their advertising. Nothing substantial 


came out of it though. The anti-drinking lobby 
is getting stronger as well. The 61st World 
Health Assembly, which met at Geneva in May 
2008, had passed a resolution requesting the 
director-general to prepare a global strategy to 
reduce the harmful effects of alcohol. 

The ‘safe drinking’ programmes of liquor 
companies is a way of mitigating the risks of 
selling something that is not totally healthy. 
Globally, liquor companies spend a significant 
portion of their revenues on public awareness 
campaigns. Diageo, which has social pro- 
grammes running in 45 countries, spends 
£23.9 million (Rs 17.6 crore) — 1.1 per cent of 
its £226 million profits (Rs 1,672 crore) on 
community projects and Rs 5.4 crore of its prof- 
its on responsible drinking campaigns. With 
their presence steadily growing in India, the 
companies are replicating similar efforts here. 


Increasing Danger 

In India, too, the rise in cars on roads — 1.5 mil- 
lion were added last fiscal — and a correspon- 
ding rise in the intake of liquor have accelerated 
accidents due to drunk driving. According to 
one estimate, around 90,000 people die in In- 
dia every year as a result of drunk driving. Since 
January this year alone, thé Mumbai traffic po- 
lice has sent over 1,600 people to jail for driving 
under the influence. 

Apart from Diageo, other liquor majors too 
@are taking similar initiatives. Bacardi has 
brought its global ‘Champions Drink Responsi- 
bly’ to India this January. Former Formula One 
champion Michael Schumacher promotes it 
globally, while Narain Karthikeyan endorses it 
in India. The online campaign is hosted at 
championsdrinkresponsibly.com where users 


Social Service 


Liquor companies are spreading awareness against 
drunk driving and promoting responsible drinking 

























W Diagio's volunteers dressed as angels 
promote safe drinking practices at bars, 
pubs and lounges across Mumbai and 
Bangalore. 


B Bacardi has brought its Champions 
Drink Responsibly campaign to India. 
The campaign, endorsed by Narain 
Karthikeyan, aims to instil the values 
of responsible drinking. 


m SABMiller India recently joined hands 
with the traffic police in Chandigarh for a 
Beerwise campaign. It handed out caps and 

T-shirts with safe drinking messages and held street plays around 
the theme. 


W Pernod Ricard-India and Party Hard Drivers have launched the 
first official barcrawl along with www.bestofbombay.com. |t spe- 
Cialises in driving bar patrons home after a drinking binge. 





answering certain questions get to participate in 
a lucky draw. The winner will get a chance to be 
in the driver's seat with Schumacher in May. 

SABMiller also joined hands with the traffic 
police in Chandigarh for a Beerwise campaign. 
In partnership with 94.3 MY FM, it handed out 
caps and T-shirts with safe drinking messages 
and also held street plays. On why the company 
chose Chandigarh and not one of the big met- 
ros, Sundeep Kumar, director, corporate affairs 
and communication, says "We wanted to start 
off with a small city as it is still a test run. The 
second leg will be launched in Jaipur soon." 

Then, Pernod Ricard-India and Party Hard 
Drivers have recently come together to launch 
the first official barcraw! along with www.bestof- 
bombay.com, which specialises in driving bar 
patrons home after a drinking binge. “In India, 
there has been a growth in consumption on the 
back of an increasing population and societal 
changes,” says Bikram Basu, vice-president of 
marketing at Pernod Ricard. “But that does not 
mean a higher incidence of alcohol abuse as con- 
sumers are far better informed today.” 

Whether consumers are better informed or 
not, liquor companies know well that they can- 
not throw social responsibility to the winds. 
And if their safe drinking programmes can help 
reduce the hazards of drinking even marginally, 
the money will have been well spent. 





shalini.sharma@abp.in 
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Producers- 
exhibitors 
spat has 
left Bolly- 
wood in 
the lurch 


THE GENERAL ELECTIONS, THE IPL 


by Gurbir Singh 


AND THE ONGO- 
ing strike by film producers and distributors 
over the sharing of multiplex profits are all set 
to make this summer an arid affair for movie 
buffs. The release of at least 10 films, with over 
Rs 200 crore riding on them, has been post- 
poned indefinitely. Among them are YashRaj 
Production’s New York and Sajid Nadiadwala's 
Kambhakt Ishq, originally slated to hit the the- 
atres on 1 and 29 May, respectively. The lone big 
film to buck the trend — Nagesh Kukunoor's 
Tasveer 8X10 — has been a resounding flop, 
and the only other releases in recent days — Pa/ 
Pal Dil Ke Saath and Ek Se Bure Do — are small- 
budget films that have gone unnoticed. The 
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stalemate, which began on 4 April, is likely to 
continue till the end of the IPL cricket season, 


closer to end-May and June, when new releases- 


are being planned. 

In the weeks to come, things may worsen as 
multiplex operators pour in maintenance costs 
of Rs 60-65 lakh a month for a 5-6 screen 
facility with paltry box office collections. Opera- 
tors such as Shravan Shroff, director of Fame 
Cinemas, and Atul Goel, managing director of 
Essel Group’s Fun Cinemas, claim a 25-30 per 
cent occupancy, but looking at the actual foot- 

falls, even that seems to be an exaggeration. 
Indeed, Fun Cinemas has reported collections 
of just Rs 5 crore compared to Rs 13 crore in a 
normal month last year. A few multiplex chains 
have begun selectively shutting a few screens to 
save running costs. 

Some see the dry spell as a ‘seasonal’ problem 
and the ongoing producers-exhibitors face-off 
as a dispute that will be resolved in the near fu- 
ture. “Ultimately, the various stakeholders will 
sit down and settle the issues,” Amit 
Khanna, president of the Film Producers Guild 
and chairman of Reliance’s Big Entertainment. 
However, industry consensus sees the malaise 


says 


as more deep-rooted. 


Actors Aamir 1 
a and Shah Rukh-Kham == 
are playing an active 
role in the dispute with 
the multiplex owners 
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Falling Revenues 


To start with, multiplexes had hoped to fill their 
seats with cricket buffs watching the IPL live on 
the big screen, but negotiations for a live feed 
with rights holders Multi Screen Media and the 
World Sports Group seem to have failed. The 
industry is also suffering from a domino effect 
caused by other verticals. For instance, satellite 
rights, which earlier delivered an average 10 per 
cent of a movie's revenue, have dried up, with 
entertainment channels such as NDTV Imag- 
ine cutting costs and buying fewer new movies. 

A less visible issue is that of high ticket prices 
— touching Rs 300 per entry — which is 
turning slowdown-struck consumers away. 
"We built multiplexes as a rapidly growing busi- 
ness and a new level of entertainment,” Says 
Manmohan Shetty, a multiplex pioneer and 
chairman of Walk Water Productions. “What we 
did not realise was the high cost of maintenance. 
In the process, single-screen theatres have been 
wiped out, taking away the Rs 50-60 ticket op- 
tion, forcing many to turn to pirated content" 

On the revenue side, the expected takings 
from overseas distribution and music rights 
have not materialised. *Subhash Ghai once 
spoke of overseas collections and music rights 
covering the cost of the movie,” points out Shetty. 
“Now, there are no such collections.” 

The Ficci-KPMG survey ofthe entertainment 
industry, valued at Rs 10,900 crore in 2008, 
agrees with Shetty's forecast. “The growth rate 
ofthe industry may remain flat in the next year 
owing to less number of releases, lesser occu- 
pancy rates and lesser realisations from ancil- 
lary revenue streams;' says the report. 

“We were expecting a de-growth of 1-2 per 
cent due to IPL and other factors, but we may 
, now need to revise that to 5 per cent,” says Ra- 

jesh Jain, KPMG's head of entertainment prac- 
tice. "If we factor in the normal 10 per cent 
growth that would have otherwise happened, 
this means a slowdown of nearly 15 per cent.” 


Fewer Releases 

Beyond May, a major problem the industry will 
be facing is that of high-cost projects, such as 
Astavinayak Productions' Rs 90-crore Akshay 
Kumar-Sanjay Dutt-starrer Blue, one of the 
most expensive films on the floor, which has 
been caught in the cusp ofthe downturn. Many 
ofthese films are over 50 per cent complete, and 
- can neither be aborted nor shelved. Also, funds 
for marketing — estimated at nearly 50 per cent 
ofthe cost of a movie — have dried up. 

"The past two years have seen a boom in proj- 
ects fuelled by equity funding, which pushed up 
costs,’ points out Hiren Gada, director of She- 
maroo, a leader in home video business. “Now, 


Blank Screen 


The downturn coupled with producers-multiplex 


owners face-off has left Bollywood b 


£ 
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both the equity and debt tap is closed, leaving a 
lot of high-cost content caught in the pipeline.” 

“The fact is that a lot of films will get com- 
pleted this year, but not released,” says Smita 
Jha, entertainment analyst with Pricewater- 
houseCoopers. But more significantly, very few 
new projects are being announced. PwC's Jha 
says that the last quarter saw no new PE fund- 
ing coming in, and hardly any renewals. Film 
funds announced last year, which included Vis- 
paar Religare and Cinema Venture, were ex- 
pected to pump in an additional Rs 1,000 crore, 
but they failed to take off, she says. 

The cash crunch has everybody reworking 
targets. Reliances Big Pictures announced 69 
film projects in a 12-18 month window at the 
Cannes Film Festival last year. A few of them, 
including Love Story 2050 and Rock On, were 
released but targets have been seriously scaled 
down. Similarly, Times Group's Mirchi Movies, 
which had spoken of 5-6 productions, has 
aborted plans. The broad industry consensus is 
that Bollywood will ultimately release 170-180 
films instead of the normal 230-240 films, a 20 
to 25 per cent cutback. 

As a result, business plans are being redefined 
and costs have been scaled down sharply. For in- 
stance, Akshay Kumar and Hrithik Roshan's 
Rs 20-crore deals are being renegotiated. Busi- 
ness models popularised by Shah Rukh Khan 
and Aamir Khan, where the upfront fee is small 
and returns through a share of revenue or profit, 
are being re-explored. “The cost structure had 
ballooned to unrealistic proportions,” says Gada 
of this new trend. “This shakeout will bring 
them down to more viable levels. And then 
maybe the focus will shift to film content, rather 
than viewing each movie as just another project.” 
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BLEAK PICTURE: Last 
week’s lone big release 
Tasveer 8X10 too failed 
to pull the crowds 





Many-cored 
processors 
are set to 
change the 
computing 
landscape 
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Multiplying Cores- 


IN THE INTENSELY COMPETITIVE WORLD OF SEMI- 
conductor technology, Anant Agarwal is often 
considered an iconoclast. He is professor of 
electrical engineering and computer science at 
the Massachusetts Institute of Technology, and 
founder and chief technology officer of Tilera 
Corporation, a fabless (specialising in hardware 
devices) semiconductor company near Boston. 
Over the past few years, he has been an evangel- 
ist for scaling multicores in chips exponentially. 
Most chip vendors are developing multicores, 
but Agarwal embraces the idea in its extreme 
form. So much so that he has been propounding 
a new law to replace the ageing Moore's Law. 
Moore's Law says that the number of transis- 


by P. Hari in San Francisco 


tors in a microprocessor doubles every 18 
months. Agarwal says that from now onwards, 
the number of cores in a processor will double 
every 18 months (a core is one central process- 
ing unit in a chip; most current personal com- 
puters, or PCs, have two cores). His company 
Tilera already sells a chip that has 64 cores. 
Agarwal expects this count to keep increasing 
over the next decade. By 2017, according to 
him, processors will have more than 4,000 
cores. He is talking about a special kind of 
processor, called the embedded processor, used 
for multimedia and networking. However, 
he expects this trend to percolate down to 
servers, desktops and laptops to a lesser degree. 
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“Multicores offer a way out when Moore’s Law 
ends,” says Agarwal. 

An exponential increase in the number of 
cores can do wonders for the general computing 
world. In six or seven years, it could put an en- 
tire floor of servers on a single chip. It would put 
extraordinary computing power inside a PC, 
and lets you automate painful tasks such as in- 
dexing documents or pictures, apart from pro- 
viding incredibly rich videos and other cool 
stuff. It would make possible applications that 
are not even imaginable now. But on the other 
side of continental America, chip vendors such 
as Intel and AMD are less aggressive on scaling 
multicores on a chip, and software vendors are 
even less sanguine. The reason: the software 
world is not ready to catch up. 

Both Intel and AMD are preparing for the 
multicore era, and have announced products 
with many cores for the next year. However, 
they are more cautious than the embedded chip 
companies about the rapid adoption of multi- 
cores beyond a point. Or, to be precise, they are 
developing methods to use the cores in a way 
different from what Agarwal imagines. Instead 
of a large number of cores that are identical, 
they are trying to use a few cores to do the pri- 
mary job, and then a set of specialised cores 
around them to enhance the work of the pri- 
mary cores. Says Chuck Moore, corporate fel- 
low of AMD: “The trick is to optimise on the 
number of cores, and then utilise the rest of the 
space in the silicon for other things.” 

The specialised cores, called accelerators, 
consume much less power but can enhance the 
performance of a chip considerably. The graph- 
ics accelerator is the most well-known — and 
probably the most important — at the moment. 
But there could be accelerators around func- 
tions such as networking, cryptography (coding 
and decoding) and others. An increase in the 
number of accelerators is one of the most signif- 
icant computing trends in the future, and can 
enhance the experience considerably. For ex- 
ample, if the networking function migrates into 
an accelerator core in the chip, the power con- 
sumption and latency will go down consider- 
ably. Future microprocessors and DSPs (digital 
signal processors) will have several cores and 
several accelerators. And they will increasingly 
be stacked in three dimensions to improve inte- 
gration, another rapidly improving technology. 
*- Anumber of enterprise and consumer tech- 
nologies will feel the impact of many-core 
processors, whether they are homogeneous 
cores like that of Tilera or heterogeneous cores 
like that of most others. The microprocessor 
industry has by now given up on increasing 
clock speeds of processors continually. There 


was a time early this decade when chip vendors 
were talking about the possibility of 10 giga- 
hertz processors someday. This paradigm 
changed a few years ago after the speeds crossed 
3 gigahertz. In the past few years, the clock 
speeds of processors — except very specialised 
ones — have probably gone down marginally, 
but the chips themselves have improved their 
performance by several orders of magnitude. 
There were several reasons why chip vendors 
were not able to increase processor speeds ad 
infinitum, and power consumption was one of 
the most important aspects. By going multicore 
— dual core in PCs and quadcore in servers — 
chip-makers reduced power consumption and 
improved performance. This improved process- 
ing power is at the heart of many recent leaps in 
technology. For example, a change from 2G 
wireless to 3G, and now to 4G, each required 
quantum jumps in processing capability. To- 
morrow’ wireless technologies will demand an 
even bigger jump, just to take one example. And 
that is what many-core processors will offer. 








Sometime next year, Intel will introduce the 
Nehalem EX processor. It will have eight cores 
and 2.3 billion transistors in one die. Late this 
year, Intel will introduce the Larrabee architec- 
ture using many cores, although their precise 
number is not yet clear. Larrabee is the biggest 
leap in technology for Intel since it introduced 
Pentium Pro in 1995. "Pentium Pro changed the 
business model of the industry" says Pat 
Gelsinger, senior vice-president of Intel Digital 
Enterprise Group, the companys largest busi- 
ness division. Although the chip itself petered 
out, the architecture carried Intel into the next 
decade. It expects Larrabee to do that by chang- 
ing the computing paradigm from a few cores to 
many cores. 

Intel's rival AMD is preparing to match it 
core for core: this Sunnyvale-based chip-maker 
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FASTEST FINGERS 
FIRST: Gaming 
experience will reach a 
new level as multi-core 
processors will be able 
to render spectacular 
three-dimensional 
graphics 
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that has begun to bother IT industry observers. How long 


A S Moore's Law nears the end of its life, there is a question 


will silicon last? Transistors are currently at 45 nanometres, 
: and industry executives are confident of taking it below at least 11 
 nanometres rapidly. Beyond that, things could slow down and 
become fuzzy soon after. However, the end of Moore's Law does 

z not mean the end of silicon semiconductors because it has no 





g on processor performance. There are many clever ways of 


E * using silicon to keep increasing performance for a long time. But 


zi there are some competitors emerging now. 


_ Graphene is one of the most promising materials for tomorrow's 
| MEER — it is a variety of graphite (carbon) where each layer 

- of carbon atoms are locked together in a honeycomb lattice. 

: Electrons move through graphene at very high speeds, about 100 

.. times more than silicon, which makes it a good candidate for 


. making high-speed chips. 

- Graphene was discovered only 
. in 2004. It is now one of the 

. hottest materials for physicists, 
. and also for semiconductor 

. engineers in research labs. 
Several labs around the 


. world have made transistors 


using graphene. IBM has the 
fastest of them all, at a 
frequency of 26 gigahertz at a 
gate length of 150 
nanometres. Frequency 
increases as the gate length 
decreases, and so the next 
Step is to increase the speed 
. to 1 terahertz at a gate length 
. of 50 nanometres. It is only a 
matter of time before this 
speed is attained, but there 

. are other technological 

. challenges before graphene 

. can replace silicon. 





GEORGIA TECH PHOTO / GARY MEEK 


Growing single layers of graphite is easy for small lab projects, 
. but not in large scale. It is difficult to find an insulator for 
: ee: Silicon chips use silicon dioxide as insulator; the 

| sponding material for carbon is carbon dioxide, a gas. "Not 
3 Jd. many things stick on graphene," says Phaedon Avouris, IBM 
. fellow and adjunct professor at Columbia University. So silicon will 
3 be used in general purpose microprocessors for a long time. 
However, graphene can begin to sneak in fairly quickly into 
- devices. “New materials will be used first for niche applications,” 
. says Suman Dutta, associate professor of electrical engineering at 





lvania State University. 





|. For graphene, this application could be the cellphone antenna. 
| The material currently used is indium phosphide, but it is not 

. easily compatible with silicon. Graphene is easily compatible. So 
- within five to seven years, if things go well, we could see the first 


- graphene transistor in your cellphone. 


will launch a 12-core server chip next year. It is 
developing its own future architecture called 


Fusion, which will combine multicores and 


many other functions into a single package. 
Fusion is expected to be launched in 2011. In 
the DSP arena, Texas Instruments and other 
companies are readying with their own set of 
many-cored DSPs. 

These microprocessors will start making a 
paradigm shift in the way software is written. 
Software for embedded applications is easily 
parallelised, which is also one of the reasons 
why Tilera and others are able to scale the num- 
ber of cores. But only a small portion of soft- 
ware on servers can be parallelised easily. Many 
academics are working on this problem, and 
universities have received funding for these 
projects from Intel, Microsoft and others. If the 
microprocessors are to go from a set of 12-16 
cores to 80-100 and beyond, the software issue 
has to be tackled first. 

But the paradigm shift has already started 
and will accelerate next year with the launch of 
many-core processors; it will continue for sev- 
eral years or a decade. The parallelisation prob- 
lem is nourishing several start-ups as well. The 
Massachusetts-based Interactive Computing 
develops software to make parallelisation eas- 
ier. Cilk Arts, also in Massachusetts, develops 
compilers to parallelise code quickly. 

Many-cored processors will change comput- 
ing as we have known it. The maximum impact 
will be felt in areas such as gaming that will be 
able to render spectacular three-dimensional 
graphics. It will also impact high-performance 
computing: biologists, for example, will be able 
to sift through mountains of data generated by 
experiments and come up with unsuspected 
patterns, thus directly impacting drug discov- 
ery research. Many-cored: processors will 
change medical imaging by shrinking machines 
into portable sizes, and helping you see deep 
into the body. They will process high-definition 
video well enough to be transmitted wirelessly. 

Even at the level of the personal computer, 
many-cored processors can do things in the 
background and give you an instant response 
when you actually ask for something. They will 
also let engineers develop applications that are 
only being conceived at the moment. “Many se- 
curity applications are in their infancy,’ says 
Praveen Ganapathy, business development 
manager of Texas Instruments India. A many-*r 
cored processor with the right parallelised soft- 
ware will be able to detect faces in a crowd. 
High performance computing can help tackle 
terrorism too. 
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Some MPs 
have not 
Started any 
projects in 
their con- 
stituencies 


development BEI ia 
Politicians’ 


Largesse 


by Kandula Subramaniam 


THE DATA ON WORKING OF MPLADS (MEMBER 
of Parliament Local Area Development 
Scheme) paints quite a positive picture: more 
than 90 per cent ofthe funds allocated has been 
utilised. But there are some notable exceptions: 
some MPs it appears could not be bothered to 
use the Rs 2 crore allotted for constituency de- 
velopment work. 

A random selection from the official data 
shows that Railway Minister Lalu Prasad has 
zero completed or ongoing works in his con- 
stituency of Chapra in Bihar. Same is the case 
for Telangana Rashtra Samithi president and 
former Union minister K. Chandrashekhar Rao 
and his Karimnagar constituency in Andhra 
Pradesh. In sharp contrast, is BJP's Navjot 
Singh Sidhu: in Amritsar 291 works have been 
completed, 286 are ongoing and 275 are yet to 
begin. A surprise find is actor Govinda — an MP 
who was barely seen in Parliament — who has 
completed 47 works and is supervising two on- 
going works in Mumbai North. 

At an all-India level, however, the data shows 


WORK IN PROGRESS 


a positive trend. Based on reports filed by 
district authorities, the utilisation ratio of 
MPLADS funds is above 90 per cent. 

Data from 1993 (when the scheme was intro- 
duced) to March 2009 show that of the 
Rs 19,425 crore released by the Centre, only 
Rs 1,788 crore has remained unspent. Of these 
funds, Rs 13,636 crore, or 70 per cent, was spent 
by Lok Sabha members, and the balance by 
Rajya Sabha members. Incidentally, the Lok 
Sabha has an even higher utilisation ratio of 
about 95 per cent. 

A sum of Rs 17,637 crore spent of small public 
works is quite a substantial amount. So how 
was this spent? Over 75 per cent of the funds 
have gone towards building roads, bridges, 
public facilities and educational facilities. The 
rest was spent on health, sanitation and irriga- 
tion. Not all of these projects were short-term 
ones. "Just because some work has not started 
does not mean the project will not take off” Says 
Kapil Sibal, a Congress MP from New Delhi. 
The schemes started under MPLADS do not 
lapse with the tenure of the MP. MPLADS, ac- 
cording to Sibal, has delivered results and facil- 
itated optimal use of funds. 

MPLADS allows MPs to recommend works 
of "developmental nature" and for *provision of 
basic facilities including community infrastruc- 
ture" based on locally felt needs. These works 
are undertaken by the concerned district au- 
thorities, which also have the power to examine 
the eligibility of the project, prioritise works as 
well as supervise the execution. 

The spending ceiling under MPLADS was 
raised from Rs 1 crore to Rs 2 crore since 1998. 
These funds, released by the Centre, 
are deposited by district authorities 


i While in Assam's Silchar 542 projects have been completed under MPLADS, in 
po stituencies such as Lalu Prasad's Chapra no projects have been completed 
; TET : COMPLETED ONGOING PROJECTS YEAR OF 


into a bank account held by the MP. 
Importantly, funds released under 






CONSTITUENCY 


















Source: Ministry of Statistics and Programme Implementation 
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MPLADS are non-lapsable, which 





WORKS WORKS NOT STARTED SANCTION means that funds not released in a 
Silchar (Assam) 942 101 5 2005-07 particular year are carried forward to 
Amritsar (Punjab) 291 286 275 2008-09 x sea eR ra o AM 
Is process of execution, however, 
Baghpat (UP) 185 40 37 2007-09 reduces the MP's role to a purely rec- 
Baramati (Maharashtra) 141 40 58 2004-07 — ommendatory one. Home Minister 
Kalahandi (Orissa) 118 — 117 102 2005-07 P. Chidambaram, an MP from 
Agra (UP) 105 2 65 2006-08 Sivaganga, believes there is some 
scope for improvement in the “choice 
Chandni-Chowk (Delhi) 65 7 52 2008-09 or the projects”. When the 15th Lok 
Mumbai north (Mah.) 4] 2 60 2005-07 Sabha is constituted in a few weeks' 
Sivaganga (TN) 13 64 1 2005 time, the newly elected MPs could 
Bangalore south (Kar) 5 j 46 2005-07 um their attention to — the 
- : scheme which provides Rs 2 crore to 
Hajipur (Bihar) 4 24 22 2006-07 — each MP to prove his mettle as the 
Karimnagar (AP) Ü 0 99 2004-05 = people’s representative. 
Chapra (Bihar) 0 0 43 2006-08 T 
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Hope: 


And L-shaped 


NAIMITT VED SWITCHED OFF THE ALARM GENTLY; 
it was 6 am He had switched on the heater in 
the bathroom and set about to brush his teeth, 
when he heard voices from the kitchen. Dad 
was up! Naimitt, a sixth grader, loved it when 
his dad woke up early to talk to his US office. It 
just made school that day so much fun. 

Abandoning the toothbrush, he ran towards 
the kitchen. There was dad, before a plate of 
dal-chawal and vegetables. Naimitt was aghast. 
He looked towards his mother who looked like a 
corpse on feet. Exhaustion writ large on her 
face, she was yawning. “Ma, dad is eating rice at 
6 am?” he asked in hushed tones. His mother 
shushed him; Vishesh was on the phone, hold- 
ing his forehead and covering his eyes in order 
to concentrate on what Don Lasiter was saying 
from the other end. There were long silences 
from Vishesh, and in the still morning one could 
clearly discern Don's agitated, inflection-filled 
voice roaring from Jackson, Ohio. Vishesh was 
making comforting sounds from Whitefield in 
Bangalore, while wife Visaka stood half dead 
supported by the cabinets. 

When the call ended, Vishesh smiled his early 
morning smile at his son pretending all this was 
normal. But Naimitt was not easy. "Dad, mom 
says you are eating dinner! This is crazy. And 
who was that man yelling? Yesterday, when I 
came back from school at 4 pm, you were 
asleep. Is all well?" 

Pulling him onto his lap, Vishesh hugged him 
from behind and said, “I am trying to reduce the 
amount of debt I am going to leave you and 
Nayantara to pay.” Naimitt gurgled with laugh- 
ter and said, *OK! Get serious dad. Is the India 
business working out for you and Ma?" 

Vishesh winced. He was seeing the break- 
down close by; happening to him, his business, 
his life. He had stopped sleeping; calls were 
made at 2 am and 3 am, all under the pretext 
that US clients were awake; but in fact, he and 
his colleagues were continuously touching base 
to check that the other was still hopeful. Life 
was now only about waiting to hear any good 
news. One new account was all he needed... 
And, when you want something, all the universe 
conspires in helping you to achieve it, prompted 
author Paulo Coelho. Vishesh said, “We will 
make it work Naimi, it has to work out." 


"It's a recession when your neighbour loses 
his job; it's a depression when you lose 
yours." — Harry S. Truman 
by meera seth 





Visaka now said, *Oh! but we don't talk with- 
out brushing our teeth, Naimi. Anyway, Vish 
who was that ? What's going on?" That was Don 
going on, about what he once called the India 
opportunity, but which he had just now la- 
belled, 'Indian opportunism. Don was NaVi's 
operations head and he was blaming Vish for 
Paul Boubel's disappearance. 


Downturned. 


il i ETHISTRPATIONC. ANTHONY | AWRENCF 


^ 
Vishesh explained, *Starting the India busi- 


ness was culturally easy for you and me to han- 
dle. For Paul, Don and Joshua, it has rubbed salt 
into their raw recession wounds. At one level, 
they had to reckon with a crumbling home 
economy; now they have to deal with Indian 
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cultural nuances, which they had not reckoned 
with earlier. If we survive this, they survive too, 
and vice versa. Who could have forseen all this?” 

Naimitt held his dad’s face towards himself to 
draw his attention, “Dad, tell me properly, I did 
not understand.” 

“OK, let me explain,” said Vishesh. “See, every- 
where and especially in the US, the economy is 
crumbling, but because almost all economies are 
tied to the American economy, when they 
sneeze, we get the cold. India was always a good 
option — regardless of the recession, because 
this market complements our work very well. 
So, we are working on the Indian business hard, 
but my American colleagues are having to deal 
with both, the recession and a new market. It is a 
learning curve as we do not totally understand 
the pricing of the Indian market and the way 
business works here.” 

"So?" asked Naimitt. "So, we are learning as we 
work, and sometimes we work before we have 
learnt,” said Vishesh. “And then we lose more 
than we gained, and then everyone is disap- 
pointed and angry like uncle Don is, because the 
effort we are having to put in for one unit of out- 
put is far more than is proportionate. It is like 
having to study for eight months to get a B score.” 

Vishesh had lived in the US since he was three, 
and in 2008, NaVi US decided that they should 
now also target India as a client base. And make 
NaVi India full service. That was when Vishesh 
relocated to India. And by the time lie had cut 
the ribbon to start his new office, bad news had 
begun. Joshua Zahavy his marketing head in 
Ohio had cried, *Vish, the market is not encour- 
aging. Considerable and rapid visibility drop. 
Usually, we have a pipeline of projects for about 
six months, but now that has reduced drastically. 
We are even considering a price cut back for 
largerclients. Paul, however, feels this is unnec- 
essary because he believes price is an issue only 
in the absence of value.” 

Then the downturn began. The Ohio office 
picked up the mood. Nothing dramatic hap- 
pened, but the air changed. Feelings changed. 
Emotions changed. Attitudes changed. Percep- 
tions of performance changed across the board 
for everyone. Whether they made salsa or soft- 
ware, a certain quiet descended ominously on 
businesses. People simply stopped feeling good. 
By October, the writing on the wall became dis- 
cernible. CNN announced the mood for the day 


Bae in its 7 am news bulletin: Jack Cafferty was de- 


lightful as long as he spoke about others; but 
when he spoke about the economy that you were 
a part of, the feeling down there was not nice. 
Far away in India, another issue was already 
staring Vishesh in the face; the new competi- 
tion in India. Whereas earlier Wipro, Infosys 


e$ 
On cue, 
Visaka and 
Am 
a 
disturbed 
glance. They 
were in fact not 
very far from 
that situation. 
Vishesh had 
sunk a huge 
amount into 
the India 
business." 


and other big IT players would never look at 
deals that the likes of NaVi focused on, these big 
players were now slowly engaging in smaller 
deals. None ofthe players was going to leave 
anything to chance or the small player. 

But Vishesh began to enable and alter his 
business environment. Despite flexible pay- 
ment terms, collections were not healthy. He 
did not want to be seen as a twice-born Indian, 
who was unleashing his American ‘we will play 
by the rule book' attitude on India, hence, he 
had have to soft pedal. 

But Josh was not playing. He had promises to 
keep. As it stood, many of the projects which 
had approved proposals, were stalled. It was ex- 
tremely frustrating. 

Naimitt, who had breezed through the shower 
and out, came running to get more of his dad. 
“Why are you saying you have to work harder? 
You were in demand in Ohio, how come then?" 

Chopping a chikoo into his cereal bowl, 
Vishesh said, *Because people are not earning 
enough now so they are unwilling to spend as 
much as they did earlier. Many of the projects 
are now suddenly on hold. And it is not that 
NaVi messed up in delivering any projects; it is 
the economy.” Naimitt quipped, “Yes, I was 
reading this on CNN Student News too — that 
people don’t have money to pay for mortgages, 
so they are leaving their homes and going away.” 

On-cue, Visaka and Vishesh exchanged a dis- 
turbed glance. They were in fact not very far 
from that situation. Vishesh had sunk a huge 
amount into the India business — premises, 
hardware, employees, infrastructure, and the 
last six months had been spent in making cold 
calls and presenting their credentials. Nothing, 
nothing had come out of any of those. 

Vishesh got onto the phone, but an incoming 
call alerted him. It was Brenda, his marketing 
head in the US. *Vish, you need to come here for 
three weeks," she began, sounding a trifle agi- 
tated. "How can I, Brenda? Things are falling 
apart here,” he said. “In that case, I am sitting on 
a 10-ft tall debris!" she said. “And Deebees, 
BelAir and Goldman — all three have gone on 
freeze. You know their post-execution reviews 
have always posted scores upwards of 4 on a 
scale of 5. So, it is not the work, it is the bad 
word!” A click was heard and Joshua got onto 
conference. “Hey Vish!” he said, “In 10 days, it 
will be 2009; as recently as October, we had 
booked enough projects to have met our revenue 
targets for the 1st half of the year. Now all those 
‘booked’ sales are gone. Carlye says they are on 


‘hold’, that kicks us into limbo land, man!” 


Suddenly Joshua said, “Vish, what happened 
at K-Lam? How did Paul's presentation go?" 
Paul Boubel was K-Lams solutions architect. 
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He had made a presentation to K-Lam India, 
and the turn of events since that day when he 
first shook hands with them was frustrating. K- 
Lam wanted some application development 
work done. After the first meeting, it came as a 
shock to Paul — who had flown down to work on 
it personally — that K-Lam had only an unwrit- 
ten ‘concept’ of what it wanted, and Paul could 
not have presented a cost statement based on 
that hazy thought. K-Lam’s systems head then 
indicated that Paul should also develop the specs 
for the job. Paul was alarmed. A job like this was 
not something you finalised standing in the cor- 
ridor! He discussed it with Vishesh: “How did 
they come to this stage without a detailed note? 
When I asked them during the video conference, 
Pradeep Chopra said they have it all set!” 

Next K-Lam wanted Paul and NaVi to pro- 
duce the statement of work (SoW). A SoW, was a 
requirement document. In the US, the client 
consents to pay for these services. Most of the 
time, they sign on the SoW and only then does 
NaVi commence the project. In India, the 
clients drained his time by trying to get a free 
SoW and analysis done. Once NaVi invested 
the time and effort (without payment) to pro- 
duce the SoW, some clients tended to shop the 
requirements out to other vendors. NaVi had 
been singed by three clients in the past, and Paul 
didn't want to let this happen again. 

And then Chopra had said something to Paul: 
“Develop the specs, then we will see.” Paul was 
taken aback. He looked towards Vishesh, but 
Vishesh said nothing; if K-Lam signed up, that 
one account would save them. 

Seeing Paul's frustration Vishesh later told 
him, "There is an old and appropriate Indian id- 
iom: *when the chips are down, one has to be 
willing to make even a donkey one’s father." 
Paul could not see the connection but weeks of 
chasing up on cold calls had numbed his brains. 
But he had told Chopra, “We have explicit copy- 
rights on the SoW that we produce and you can- 
not share it with anyone. And there will be a 
price attached to it, let us be clear.” Chopra had 
nodded briskly trading a joke at the same time 
with his IT head. Later, the IT head had called 
Paul and warned him, “Don’t send your SoW. 
Indian law does not recognise copyrights on all 
this; this man plans to get competitive quotes 
from others. He has no idea ofthe effort or time 
needed to do a job like this." 

Yet, Chopra had asked for a detailed presen- 
tation to be made. After the presentation, 
Chopra said, "India is the mother of IT, so you 
must prove yourself. Because you are new in 
this country, you must do this job for free.” Paul 
was speechless. He was slowly losing his tem- 
per. Never known for his patience, today he held 


"Paul 
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recession 


back. Out of sheer deference to Vishesh, he 
excused himself without explaining where he 
was going and left the office of K-Lam. 

Later he sent Vishesh a text message: *I will 
have nothing to do with K-Lam. Email follows.” 

Then in a brief email he wrote from the ICE 
bar to Vishesh. He explained the utter point- 
lessness of his visit and added, *I do think you 
need to craft a better India strategy than chase 
the likes of Chopra!" Vishesh realised how Paul 
felt; he knew it was part ofthe ethics issue in In- 
dia, and he needed to address that separately. 
When the economy is down and everyone is in 
deep trouble, one would expect a higher accent 
on sensitivity and honesty. Instead, I see that 
people lie even more and if you yawned too wide 
they would even steal your gold tooth filling! 

Brenda went ballistic when she heard this. 
"And you will still stay in India? Come back". 
Vishesh laughed and told her, *I know it is 
bleak, but you are not exactly sitting in paradise 
now, are you? You manage our portfolio 
Brenda, you know how bleak bleak is. JW Sea 
accounts for about 35 per cent of our revenue, 
and they are facing the worst financial crisis 
with two major plants folding up. Thomas Trek 
Inc, who has declared bankruptcy, still owes us 
$100,000. That amount is gone now, will never 
be recovered. Cash is dwindling, work orders 
are on hold. The outlook does not look bright at 
all. Whereas here, they have not canned me yet, 
OK? They are willing, nay, wanting to meet me. 
And Brenda, understand, India is in recession 
over sins committed by others. Yet, the mood 
here is high. That's what we need.” 

Joshua said, “It is all downhill Vish... We are 
now seriously banking on your picking up busi- 
ness in India.” Vishesh felt worse now. “I know 
Josh, I am trying very hard. And I am sorry that 
all this is happening.” Joshua snapped, “It is 
easy for you Vish, you are dealing with your peo- 
ple and you are back home, I am not. My family 
is in Romania and I want to be able to get them 
over to live with me. I was hoping I would see 
my newborn daughter by Christmas!" 

Vishesh was very disheartened. He was tired 
of watching the slow breakdown all around him 
and be unable to stop it. How was he to deal 
with this? A call was coming through; Vishesh 
was surprised to hear his sister Shivani from 
Houston. *Vish! What's with you these days? 
You didn't call! It is my birthday!" Vishesh let 
out a low sigh... but she was saying, “Hey listen, sy 
the world did not end for me because you for- 
got, bhaiyya, but I hear you are overworked and 
stressed out. You cannot internalise all that and 
try and be Atlas. I understand almost everyone 
has put you in the dock. You cannot be responsi- 
ble for Josh's wife and Don’s targets and 
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Brenda’s anxieties! This is recession-led and 
you did not cause this, Vish! I too run a business 
and a family. I also work at the local senior citi- 
zens home and I have slowly learnt how to em- 
power people to take responsibility.” 

Later in the day, after he sorted out some re- 
mittances at the bank, an exhausted Vishesh 
wondered where Paul was. He had checked 
Paul’s usual haunts, but drew a blank. He now 
sat outside, on the steps of Brigade Towers al- 
lowing the noisy, happy youth to celebrate their 
disconnect with life’s problems. Just being there 
among them made his heart lighter. To laugh, to 
love, to laze... Vish wanted to forget life. Joshua 
fretting, Paul missing, Brenda wanting him in 
Jackson tomorrow, everyone seemed to think 
he was untouched, unmoved. 

Vishesh was fearful. Would they survive? Just 
last month he was in Ohio... That ominous sense 
of foreboding was in the air; people were very 
nervous. You could see uneasiness growing like a 
fungus and people were cutting back on every- 


thing. He recalled the strange contrasts of cul- - 


ture he had experienced. While India was argu- 
ing over Aamir Khan's Taare Zameen Pars 
nominations for the Oscar, the US was arguing 
over whether the debts of Freddie Mac and Fan- 
nie Mae should now be added to the national 
debt of $10 trillion; Vish felt sick. Another news 
item read: “Today, the US economy may be en- 
tering a downturn that is best described not as 
V-shaped or U-shaped, but as L-shaped. It is ina 
very low place indeed, and likely to remain there 
for some time to come. Virtually, all the indica- 
tors look grim. Inflation highest in 17 years; un- 
employment 6 per cent; no net job growth...” 

Heck who is to say what is going on? Can any- 
one tell? The news even now is not upbeat; are we 
sunk or are we about to sink or are we sinking? 
Visaka had two words of wisdom: “Have faith.” 

Have faith. Vishesh thought about those 
words. Often when the chips are down is when 
God-talk soothes... for there is that hope that 
maybe in the unseen, unknown, incomprehensi- 
ble there will be light, and maybe we will all be- 
gin to turn believers, and we will all probably 
live happily ever after. So why not, if this God 
business will work for us, let’s go with it. 

There he sat straddling despair and hope, 
mostly hopeless. Like most men, ‘belief’ was 
not a relevant issue in his life. If there was a 
God, good; if there wasn’t, good. At the end of 
, the day, Vishesh like most mén knew, God or no 
God, he would have to deal with life. This God 
person never got involved in all that. He found 
that thought very funny. 

But Paul going missing was not funny. Where 
was Paul? The hopelessness now turned into 
restlessness. Vishesh felt sapped. 





Later that night when Paul's mobile phone re- 
turned ‘switched off’, Vishesh lay awake on the 
sofa battling his fears. At dinner Naimitt had 
said, “Braden has posted on Facebook that his 
father has lost his job; Cody has written that his 
elder brother’s company has shut down.” Even 
kids are talking about recession, good lord, what 
can be worse? Will we fail next? 

Vishesh did not fear failure; he feared being 
the cause of others’ failure or destruction. 
Thirty years of Uncle Sam and Big Mac had not 
changed his essential Indian-ness. And Paulo 
Coelho said: “What’s the world’s greatest lie? It 
is this: that at a certain point in our lives, we 
lose control of what’s happening to us, and our 
lives become controlled by fate.” 

Vish's Blackberry beeped. It was Paul. Paul! 

“Don't call me; I have left my notes in a folder 
at the Taj Residency. Do what you want with it, 
gift it to Chopra and his boys, anything. I guess 
my relationship is with you, not Chopra. But I 
will have nothing to do with K-Lam. I am up to 
my eyeballs, sick and tired of trying to survive.” 

Vishesh had never felt so terrible in his whole 
life... How was he to save everything? 


casestudymeera@gmail.com 





Classroom/syndicate discussion 


During crises, would 


employees collectively help 
as therapeutic enablers? 





27 APRIL 2009 53 BUSINESSWORLD 


ey Seg kenneth tinnegan 


Survival Of 


The Flexible 
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thrive with 
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THE NAVI SOLUTIONS CASE IS A FAMILIAR STORY FOR 
many leaders in today's India. ‘East meets West 
has a new meaning. It is no longer just the strug- 
gle of bridging the cultural divide of business 
practices and styles, leaders must also address 
the brave new world ofthe latest western import, 
a global recession. The case builds upon the tra- 
ditional aspects of leading a start-up in a new 
market and highlights the importance of focus, 
balance, perseverance, and the flexibility needed 
to adapt to a rapidly changing environment. 


While the opportunities that encouraged . 


NaVi Solutions to enter India continued to hold 
true, Vishesh found himself as a foreigner in his 
own country and not prepared to tackle the chal- 
lenges of leading a geographically dispersed 
team, or able to adjust his execution strategy. 
Vishesh failed to communicate with his team 
about the realities of operating on-the-ground 
in India, and align their expectations accord- 
ingly. More importantly, he was not able to bal- 
ance his role as a leader and as a manager. 

Leaders develop strategy, influence people 
and sway their attitudes and behaviours with an 
inspirational vision. Managers direct organisa- 
tional resources, establish goals and timelines, 
and convert a vision into reality. 

NaVi Solutions was hit by an economic earth- 
quake in the US and was reeling from the impact 
of after-shocks on their India venture. Many peo- 
ple are uncomfortable with change, especially 
when change is drastic and unexpected; how- 
ever, it is only during a crisis such as what NaVi 
Solutions faced that one can differentiate a good 
leader from a great leader, and an effective man- 
ager from a great manager. When the chips are 
down, a leader needs to stay flexible and focused 
to identify when plans, tactics or strategies need 
adjustment. He cannot get overwhelmed by the 
storm; he needs to pull the team together and in- 
spire breakthrough performance. 

Leaders may manage. Managers may lead. 
The two functions are neither synonymous nor 
dichotomous. They are complementary and this 
is precisely where the disconnect between 
Vishesh and his management team, particularly 
with Paul, was evident. Vishesh lost touch with 
his US-based business and, in turn, his overseas 
management team was not aligned with his In- 


dia strategy. Paul and Brenda lacked the back- 
ground knowledge and understanding of busi- 
ness practices in India to properly support 
NaVi's strategy. Vishesh needed to quickly cor- 
rect the course of NaVi Solutions, focus his team 
and align resources around a new goal, survival. 

Vishesh tried to shoulder the entire load on 
his shoulders, and believed that working longer 
hours, persevering to win one project, and in- 
vesting his own equity to provide liquidity was 
the path to NaVi's salvation. Yet, his very actions 
were distancing himself from his team. As a 
leader, Vishesh was worlds apart from his team, 
both literally and figuratively. 

This case study highlights the interplay of 
emotions for management teams working 
through a crisis. Decisions and actions can of- 
ten be clouded by emotions including fear, un- 
certainty and doubt. While Vishesh was able to 
maintain the balance between work and family, 
he was unable to recognise the emotional dis- 
tress Paul and Joshua were going through. The 
situation is a reminder that regardless of the 
crisis we face, we should not allow the work- 
family balance to tip too far in one direction. 

Another important aspect of this case is un- 
derstanding the huge risks and nuances of en- 
tering a new market or running a start-up busi- 
ness. During a recession, the mortality rate of a 
new business is greater. Often, the primary defi- 
ciency among newer businesses is simply that 
owners/managers lack the experience, planning 
skills, and resources necessary to stay solvent. 
Execution plans need to be adjusted as markets 
are not static. There are important lessons to be 
learnt from NaVi Solutions or any number of 
companies struggling in today's market. Pay at- 
tention to your customers, your competitors and 
employees, focus your execution strategy, and 
most of all remember to keep your head above 
the fray, stay nimble and try to respond quickly. 

If you are customer-focused, able to strike the 
balance between leadership and management, 
and can inspire your team to persevere, you will 
stand a greater chance of grabbing market share 
from your competition during turbulent times. 

Countries all over the world are going through 
a significant economic recession. Prestigious 
companies, large and small, old and new are be- 
ing brought to their knees. Millions of people 
have lost their jobs. Billions of dollars have been 
lost. People in general are scared. This is not the 
first global recession, nor will it be the last. The 
two key principles that separate survivors from 
victims are attitude, and a keen ability to adapt 
to a changing environment. 

The ability to accept and thrive with change is 
a basic law of survival in the jungle, even if it is 
NaVi's economic jungle in Whitefield. 


27 APRIL 2009 54 BUSINESSWORLD 


E 


a.v.k. mohan 


Managing 


The Dream 





| 
When we are 
confronted to 
the hilt, we 
have choices 
to make: 
flight, fight or 
freeze 
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VISHESH, DON, JOSHUA, PAUL, BRENDA ARE 
amongst us. With its dramatic ups and downs, 
the case is so familiar to what we see and hear 
every day, especially these days. NaVi and its 
leadership team are going through tough times. 
Opportunities seem to be drying up and the 
struggle and tension palpable. It is again a case 
of meteoric rise and sudden dip both at the indi- 
vidual and institutional level. Staying alive 
through these times call for three kinds of issues 
that NaVi and team need to reflect assess, accept 
and honestly work at if they want to keep their 
tryst with their dreams. Often, during a crisis, 
the obvious is not apparent. Ditto for insights. 
NaVi and team need to focus their energies on: 
Competencies; Coping with economic hard 
times, and Consequences so as to navigate their 
way through these painful times. 
Competencies: At 36, Vishesh is at the centre of 
his organisation’s turnaround strategy. Respon- 
sible positions are good as long as they are man- 
aged well. The world around us colludes in the 
confusion by reinforcing the belief that the role 
you play and the real you is same. Confusing the 
role with self is a trap, and we all invite ourselves 
into this illusion. Shivani's call to Vishesh seems 
to be an attempt to pass on that wisdom. The all 
pervasive feeling of success accentuates that be- 
lief. We become the heroic lone warriors who 
can save the day. "How am I to save everything?" 
While Vishesh is feeling the heaviness on his 
shoulders, he has done nothing to mange this 
grandiosity. This is the most important capacity 
that leaders need to build in themselves. Becom- 
ing a CEO is easier in these times, but managing 
the roles through the ups and downs calls for in- 
ner balance and staying anchored. 

Is NaVi rightly structured? Brenda asking 
Vishesh to return immediately throws up a lot of 
questions on how they are managing the organi- 
sation. Coming to India to exploit capabilities 
and cost advantages is one thing, and it's a differ- 
ent ball game if they want to build business in In- 
dia. Is Vishesh the right person for the role? How 
is NaVi organised for doing business in India? 
Depending too much on Vishesh because he is of 
Indian origin is not fair to him and the company. 
After all he was away for the past 33 years. What 
about managing cultural issues? If it was setting 





Analysis 





up a development centre, then the focus is on ed- 
ucating Indian employees on cultural issues of 
customer/parent geographies. If NaVi is going 
to do business in India and wants to leverage the 
talent from the US, it has to have reverse educa- 
tion as well. Paul's experience, anguish and des- 
peration is a telling point on this issue. 

Coping with hard times: Though it was sudden 
in some sense, effective leaders saw the global 
meltdown coming. What happened at NaVi? 
Joshua's remark that within six months every- 
thing seems to have collapsed, adds agony to this 
huge shortage of capacity at NaVi. Conversa- 
tions among senior team members is revolving 
around operational and ‘fixing’ issues. What 
about focus on coping mechanisms? There was 
no talk of how to de-risk huge dependence from 
JW Sea account. What about new geographies 
apart from India? Is there any opportunity in 
alliances? Are they heading for a huge disaster, 
and if so, what about contemplating the ulti- 
mate but organisation-saving strategy of merger 
or Sale? Is the leadership team here capable of 
asking those tough questions parallel to ad- 
dressing here and now issues? The most tragic 
part is every one giving up. Paul's disappearing 
act is the last nail on the coffin. Managing and 
leading dreams is a responsibility and the NaVi 
team needs to realise this. It is apt to read a 
chapter from the book Matsushita Leadership: 
Coping with economic hard times. There is so 
much to reflect and learn from Matsushita Elec- 
trics coping strategies ofthe 1930s depression. I 
am sure there are many such inspiring stories. 
Consequences: At NaVi, everyone is pulling in 
different directions and giving up hope. Leader- 
ship is a huge responsibility. What does the team 
want to be remembered as? It is one thing to ride 
the high and build businesses, but another to 
sustain and build lasting institutions. If we look 
around, there are people who make the most of 
the worst. When one takes on leadership roles, it 
is about going beyond. It is not only about artic- 
ulation, but also of making choices. The only 
limit to our realisation of dreams will be our 
doubts of today. The team has to doubt the 
doubt and step back to see the today and tomor- 
row through that lens of responsibility. It is then 
that we seek the truth and annihilate the lie that 
controls us. When we are confronted and tested 
to the hilt, we have choices to make: flight, fight 
or freeze. The choice for NaVi and team is right 
out there. Naimitt has all the future to tell if his 
father made a difference. 








For a commentary on the human 
factor ofthe case study by Achal 
Bhagat, log on to 
www.businessworld.in 
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Tech Talk 





Technology, Science, Innovation... a 


their reserve of stem cells. This made it possible 
to harvest the cells from the blood instead of 
the bone marrow. Next, they received injections 
that impaired their immune systems. The stem 
cells when injected then repaired the immune 
system. Twenty patients out of 23 were able to 
go off insulin for at least 31 months. Their 
pancreas also showed signs of improved health. 

Still, the process is fraught with risks because 
of the chemotherapy involved. Some patients 
developed pneumonia, hormonal disorders and 
sperm deficiency. These complications are not 
present in the artificial pancreas, being 
developed jointly by University of California, 
Santa Barbara, and other institutions. A cure 
for diabetes may not be that far away. 














^ 
HOPE FLOATS: Emission cuts can save the Arctic What a waist! 
There is a possibility of Melting polar ice provided some of the worst Harvard University scientists have corrobo- 
saving the Arctic ice if ~~ environmental news in recent times. The polar rated the growing evidence of link between 
we cut our emissions by regions in both hemispheres are rapidly waist size and heart health. They found that a 
70 per cent by the end disintegrating, and it now seems the Arctic ice larger waist size is an indicator of poor heart 
of the century ver x ^ ee n i i ". 
will disappear sometime this century. However, health, even if the patient is not otherwise 
a study by the US National Centre for overweight. In fact, an increase in waist size 
Atmospheric Research says that won't happen, also raises the risk of heart failure. The study 
if we cut our emissions by 70 per cent by the was conducted by scientists at the Beth Israel 
century end. This study is to be published in Deaconess Medical Center in Harvard, based 
the Geophysical Research Letters. on a sample size of over 80,000 Swedish men 
Atmospheric levels of carbon dioxide are 
now at 380 ppm (parts per million). There is 
general agreement that 450 ppm is the 
maximum acceptable limit, if we are to avoid 
dangerous climate change. This is possible if 
the world quickly adapts, but unchecked 
growth will take the levels to 750 ppm by the 
end of the century. The study showed that 1 
global temperatures will increase by only 0.6 
degrees centigrade if we stabilise carbon 
dioxide at 450 ppm. Arctic ice will shrink by is 
one fourth, but stabilise after that. Climate 2 
itself will then stabilise by 2100. If the carbon i z 
dioxide levels go to 750 ppm, the entire system 
will go through a runaway change. and women aged between 45 and 83. 
The study showed unambiguous evidence of a 
Stem cells can help diabetes treatment link between body weight and heart health. But 
The past two weeks have provided good news on further research, the scientists found another 
for diabetic patients. One was a study by association. In women with normal weight, a 
Northwestern University that showed how 10-cm increase in waist size coincided with a 15 
diabetics who received stem cell transplants did per cent increase in heart failure rate. In men of sy 
not need insulin for as long as three years. The normal weight, a 10-cm increase in waist size 
other being the imminent clinical trials on an coincided with an 18 per cent increase in heart 
artificial pancreas, a system of devices that failure rate. The heart failure rate was higher for 
performs the function of the real gland organ. patients who were overweight. 
The Northwestern study was done in Brazil paid 25 lie 
where patients were first given drugs to boost P. Hari in San Francisco 
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15 acre campus in the IT hub of Bangalore | 4 


3,50,000 sq.ft. of built-up area 


1 2 Undergraduate Programmes 


4 Post Graduate Programmes 


3,000 students annually 


96% " 1 00% results every year in the VTU, 
Belgaum Examinations 


What this adds up to is 


one of the premier engineering 


colleges in South India: 


MVJ College of Engineering 












MVJ College of Engineering was established in 1982 at Bangalore, | 
under the auspices of the Venkatesha Education Society. 


Stringent recruitment policies resulting in a highly qualified and 
competent faculty, consistently high academic performance, best- 
in-class infrastructure, emphasis on sports and cultural activities, 
purposeful industry-institution linkages and top-notch placement 
initiatives converge to make MVJCE the destination of choice for 
some of the brightest and most focused students in the country. 


Affiliations & Approvals: 

Visvesvaraya Technological University (VTU) 

All India Council for Technical Education (AICTE), New Delhi 
Govt. of Karnataka 


Accreditations: 
National Board of Accreditation 
ISO 9001-2000 Certification from TUV Rheinland 


Engineering Streams Offered at Under Graduate Level: 
* Aeronautical Engineering 

* Telecommunication Engineering 

* Biotechnology 

* Electronics & Communication Engineering 
* Electrical & Electronics Engineering 

* Computer Science & Engineering 

* Information Science & Engineering 

* MedicalElectronics 

* Industrial Engineering & Management 

* Civil Engineering 

* Mechanical Engineering 

* Chemical Engineering 





Post Graduate Programmes offered at MVJCE 
* MTech-Aeronautical Engineering 

* MTech - Computer Science & Engineering 

* Master of Computer Applications 

* Master of Business Administration 










11 reputed institutions are run by 
Venkatesha Education Society including 
MVJ Medical College & Research Hospital and 
MVJ Polytechnic 








excellence in education 
MVJ College of Engineering 
Near ITPB, Whitefield, Bangalore - 560 067 


Tel : 080 28452324, 28452443, 28457083, 25917600 
Telefax : 080 28452443, 28451524 
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Special Special Presentation = = 


Engineered for Growth 


Engineering education in Karnataka prepares students for the industry worldwide 


Campus-linked 
programme 
initiatives by IT 
companies 
have reduced 
wastage in the 
engineering 
education and 
placement 
chain 


been prioritised in Karnataka. The modern 

forms have been recorded as way back as 
1833 with the setting up of the Free English 
School at Mysore. Technical education came in 
1862 as a part of the curriculum. Engineering col- 
leges were on the scene soon enough and the 
trend caught up as a wholesome development. 
Today, the state is a hub of both engineering col- 
leges and businesses, with domestic and foreign 
IT companies soaking up the talent. The presence 
of several premier institutions, including the Na- 
tional Institute of Technology, adds to the attrac- 
tion. On the cards is also a bid for setting up an 
indian Institute of Technology (IIT) in the state, 
over and above the engineering and technical in- 
stitutes. The state capital, Bangalore, is where the 
top engineering graduates and engineering aspi- 
rants are headed. 


| een orn education has traditionally 


Theory and practice in tandem 

The education model in the state, and more 
so in the engineering segment, has moved to de- 
velopment in tandem with the industry. In a com- 
petitive scenario, positive developments like 
campus-linked programme initiatives by IT com- 
panies or getting in two batches of students in a 
year by staggering campus entries have reduced 
wastage in the engineering education and place- 
ment chain. It is a unique example of advanced 
planning to rationalise and bring in quality into 
education. 

Other initiatives to coordinate and network 
faculty and students with other countries, like the 
USA, contribute to improving preparedness of en- 


58 


gineering colleges to address needs of the global 
economy. For example, the Mysore Forum of 
2007 hosted by Infosys Mysore that looked at im- 
proving Indo-US collaboration for engineering ed- 
ucation and at developing synergies between 
education and industry at an international level. 
In Karnataka, these programmes are followed 
up with a review to correct deficiencies and inno- 
vate for quality education and counselling to see 
Indian engineering stand up to competition, while 
meeting present and future needs. The state, 
known for its job opportunities, also provides con- 
tinued education to keep up with the times. 


Be a part of it 

The Karnataka Examination Authority (KEA), 
earlier CET, conducts the admission procedure 
for government/university-managed engineering 
colleges and regional engineering colleges (Kar- 
nataka quota). Seat allocation for various cate- 
gories is defined including those shared on a 
reciprocal basis with the Tamil Nadu and Kerala 
governments, NCC cadets, sportspersons, de- 
fence personnel, freedom fighters and others. 
















Acharya Institute takes 


«| Computer Education to a 











New Level 


he MCA program at AIMS is designed to impart 
knowledge and training in the recent advancements 
and modern trends in the field of computer appli 
cations. The emphasis is on helping students learn 
the theory and apply it successfully in developing 
information systems. Students are trained to design 
and implement information systems that enhance 
organizational and finan 
cial functions, add value 
to existing products or 
customers, provide new 
products, enhance or add to distribution channels 
or enhance decision-making. Fresh MCA graduates 
are absorbed by the IT companies in the following 
designations: Software Engineer, Software Consult 
ant, Network Engineer, Database Administrator, Test 
Engineer, System Analyst, Programmer, Quality As 
surance Engineer, Product Support Representative 
and Technical Support Engineer 





~ 


- Prof. Kiran Reddy 
CEO 





Advertorial 


MCA at AIMS is a rigorous 3-year Professional 
Course catering to the highly technical manpower re 
quirements of the IT industry. The 3 year program 
commenced in the year 1997 and is approved by the 
All India Council of Technical Education (AICTE) 
and recognized by the Govt. of Karnataka. Today, 
10 batches have successfully graduated from AIMS 
and are employed in the top IT companies both in 
India & abroad such as Infosys, Wipro, SAP, Ac 
centure, TCS, Microcell, L&T, Inzzoom, ABB, etc 
to name a few. 


Highlights of The MCA Program at AIMS 


In addition to the prescribed curriculum, the pro 
gram is supplemented by additional inputs in the 
form of Augmentation Programs, both technical and 
non-technical. The Institu 
tion has a tie-up with SAP 
India Ltd, to train students 
and facilitate recruitments. 


The key features are: 

* Enhancement programs like Pre-placement 
training, Spoken English and Aptitude Skills 

* Enhancement courses are offered throughout the 


course 

* Strong Industry Institute interaction in the 
form of Guest Lectures by top technical and 
HR personnel, Industrial Visits, Workshops and 
Seminars 

* Support to participate in Inter-collegiate Technical 
and Cultural Activities. 

* Well Augmented Specialized Technical Courses 
like J2EE, Dot Net, CCNA, MCP. etc. 

e 95% of the students pass out with Distinction and 
the remaining with high First Class. 

* Live Projects in well known / top IT companies 

* Placements in well-known and top IT companies. 

* The students work in the labs that have the latest 
configuration of Computers and Servers. 

* The labs and the library are open to the students 
from Bam to 8pm every working day to facilitate 
their learning process. The facilities are also open 
on Sundays. 

* A Dedicated internet leased line connection that 
is available from 8am — 8pm every day enables the 
students to enhance their skills and knowledge. 

* The college subscribes to a number of national 
/ international journals and magazines which is 
referred to for the presentations. 

* All the faculty members of the department are 
members the Computer Society of India which is 
an excellent forum for regular exchange of ideas 
and information 

* The institution also has a CSI student chapter of 
which every student is a member and through 
which various events are organized 








The Genesis 


Dr M V Jayaraman - the visionary . 
founder of the MVJ Group of: 
Institutions - was a man far ahead of his 
times. He believed that education was — 
the most cherished treasure that we ` 
could ever possess. It is this thinking that 
underlines, defines and shapes all the 

educational institutions under the auspices of the 
Venkatesha Education Society (VES) which he 
established as the first step towards revolutionizing the 
educational landscape ofthe country. 


As the flagship institution of VES, the MVJ College of 
Engineering carries forth the legacy of its founder, even 
while creating global citizens who are not just world- 
class engineers but possess a sound value system of 
honesty and integrity. 





MVJ College of Engineering was established in 1982 at 
Bangalore. Keeping pace with changing times and 
technologies and evolving constantly, MVJ College of 
Engineering has come a long way since its modest 
beginning. Today, it is ranked among the frontline 
Engineering Colleges in 
Karnataka. The College is 
Affiliated to the Visvesvaraya 
- Technological University 
(VTU) and the All India 
lE Council for Technical 
Education (AICTE), New 
Delhi. It is approved by the Govt. of Karnataka. The 
College is accredited to the National Board of 
Accreditation and enjoys the ISO 9001-2000 
Certification from TUV Rheinland. 


The 96-100% results that the MVJ College of Engineering 
records every year, in the Visvesvaraya Technological 
University (VTU), Belgaum Examinations reiterates the 
College's focus on sound academics. 


An environment conducive to learning 

MVJ College of Engineering is spread across a lush 
15-acre campus in Bangalore's IT Corridor: Whitefield 
and neighbouring the prestigious Information 
Technology Park. Its 3,50,000 sq.ft. of built-up area 
houses top-notch infrastructure that fosters innovation, 
stimulates thought and facilitates learning. 


A wide array of options! 

The Programmes offered at the MVJ College of 
Engineering are a meticulously selected group, 
encompassing all areas that hold potential for growth in 
the present and future economy. Traditional streams of 
engineering share space with 3 
emerging disciplines to add a 
new dimension to learning. 
The Programmes have a 
University-mandated 
8 Semester format. Each 
Semester is of 16 weeks. = 
University Exams are held at the end of each tmeiter 





The Engineering Streams Offered at Under Graduate 
Level include: Aeronautical * Telecommunication 
* Biotechnology * Electronics & Communication 
* Electrical & Electronics * Computer Science 
& Engineering * Information Science & Engineering 
* Medical Electronics * Industrial Engineering 
& Management * Civil * Mechanical * Chemical 


Additionally, the College offers the following Post 
Graduate Programmes: 

* M Tech - Aeronautical Engineering 

e MTech - Computer Science & Engineering 

* Master of Computer Applications (MCA) 

* Master of Business Administration (MBA) 


Adding value the MVJ Way! 


The MVJ College of Engineering boasts of excellent 
facilities. Each Department is well-equipped with best- 
in-class Laboratories, Department Libraries, modern 
Seminar Halls and their own Computer Centre. 


The 17,000 sq.ft. Central Library comfortably 
accommodates 300 students and over 33,000 books. The 
College subscribes to about 250 national/international 
journals including E-Journals through INDEST AICTE 
Consortium and is also a Member of DELNET 
Programme of AICTE with knowledge exchange across 
different libraries in the country. 


The College also has a Software Training Centre, 
offering online training by specialists in a state-of-the-art 
Computer Lab, an Internet Browsing Centre with 42 
Terminals and 10 KVA Power Back-up, Digital 
Classroom which allows teachers to interact with 
students online, an EDUSAT Classroom with acoustics 
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for beaming Technical Programmes in association with 
VTU, independent Language Lab with associated 
software and much more! 


English Proficiency & Kannada Classes, Personality 
Development and Communication Skills Programmes, 
additional Computer Programming Courses conducted 
by the Department of Computer Science & Engineering 
(apart from the stipulated VTU syllabus), value-added 
Certificate Courses in hi-tech areas, Technical Lectures 
by industry experts and R&D Institutes... all prepare 
students to take their rightful place on the world stage! 


Robotics Club & E-Cell 

The Robotics Club of MVJ College of Engineering, aims 
at improving technical knowledge by practical 
application. The Robotics Club conducts regular 
Interactive Workshops, Seminars and Intra-Collegiate 
Competitions. Since it’s inauguration, the Robotics Club 
has won accolades in various Robotics Competitions at 
the state, national and international level. 


The E-Cell established in collaboration with the National 
Entrepreneurship Network, promotes entrepreneurship 
amongst budding engineers. It organizes interactive 
workshops, seminars and events on innovation around 
the year and offers extensive networking operations 





across the country. The E-Cell proposes to establish an 
Incubation Centre and R&D and Consultancy Services. 


A Faculty that ignites minds 

Sharing the vision of the College, the faculty of 
MVJ College of Engineering strives tirelessly to shape 
character, mould minds and nurture talent. A stringent 
selection policy has ensured that the College has the best 
of faculties - rich in experience, with a wealth of 
knowledge and sincerity. 


Armed with knowledge to ignite minds, 13 professors have 
doctorates in their field, while 24 more are pursuing their 
doctoral studies with the active encouragement of the 
college management. Many of the faculty members are 
experienced in real-time industry situations. This enables 
them to bring a hands-on approach to their training: 
marrying theoretical knowledge with practical examples. 


The Sporting Spirit 

Sports activities occupy a significant part of the college 
curriculum at MVJ College of Engineering. The College has 
large Playfields, one of which is flood-lit and concreted. 
Outstanding facilities for various indoor and outdoor games 
including chess, carom, cricket, handball, basketball, 
volleyball, football, etc., have been provided. A modern, 
well-equipped Gymnasium helps students stay fit. 


11 reputed institutions are run by Venkatesha Education Society including 
MV J Medical College & Research Hospital and MVJ Polytechnic 
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There's so much more to MVJ College of Engineering. Discover it for yourself! 
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Near ITPB, Whitefield, Bangalore - 560 067. Tel : 080 28452324, 28456609, 28457083, 25917600 
Telefax : 080 28452443, 28451524 


www.mvjce.edu.in 
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i | HEIGHT MAFFER Q, 
The Qinghai-Tibet lir 
takes railways to a new -. 


high — 16,640 ft 


WORLD OVER, RAILWAYS HAVE INSPIRED THE MOST 
abiding of passions. They continue to 
fascinate both the old and the young. Even 
the Web-savvy generation, born long after 
the steam locomotives had turned museum 
pieces, are united by the desire to conserve 
one of the greatest traditions of the 
mechanised world. The York Museum in 
London, for instance, recently launched an 
exhibition titled ‘India On The Move’, which 
shows how the subcontinent’s railways 
continue to be its lifeline. Even as 
contemporary travellers fly around in 
jetliners, the romance of rail travel 
continues to draw aficianados. Don't have 
the time to go on a train journey? Worry not. 
Armchair travel is right at hand, chugs, 
hoots, rumbles and all. 

By Lalitha Sridhar 
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The grand obsession 





REUTERS 


TOP OF THE WORLD 


THE HIGHEST RAILWAY IN THE WORLD, HAILED FOR ITS ENGINEERING FEATS 
and decried for its ecological and cultural side effects in equal parts, 
will chug quietly into three years of service come July. Built across 
some of the most inhospitable terrain ever, the highest point on the 
Qinghai-Tibet line is 5,072 metres (16,640 ft) at the Tanggula Pass, 
higher by a good 225 metres than the earlier record held by the 
Tren de la Sierra (‘mountain train’) from Lima, Perus capital, to 
Huancayo, 335 km away to its east. The Qinghai-Tibet line, which 
started operations in July 2006 after the laying of 1,140 km of new 
track from Golmud in central China to Lhasa, makes it possible to 
reach Lhasa from Beijing in 48 hours. Oxygen is pumped into 
pressure-sealed cabins to help passengers cope with altitude 
sickness, ultra-violet filters keep out the sun's glare, and giant 
sunshades and ammonia-based cooling pipes have been placed in 
sections where the permafrost that supports the tracks is known to 
melt seasonally. On the Xining-Golmund sector, the train passes by 
the largest lake in China — Qinghai. The Fenghuoshan tunnel, 
world's highest railroad tunnel, at an elevation of 4,905 metres (16,093 
ft), also falls on this line. Meanwhile, travel restrictions to the Tibet 
region have kept the highest railway in the world as remote as its 
location. And as mysterious. 
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STEAMY OLD TIMES 


ALL SAID AND DONE, THERE IS NO HIGH QUITE LIKE 

a trip on one of India’s many grand rail routes. 
Some of the greatest train journeys in the 

world race through the subcontinent — or chug 
valiantly for seven hours over 88 km like the 
Darjeeling Hill Railway, which was built in 

1881. This oldest mountain steam train climbs 

to 7,400 ft at Ghum, Indias highest railway 
station, from where the magnificent Kanche- 5 
njunga looms as a backdrop. Other unmissable 2 
train journeys in India include the Nilgiri 
Mountain Railway from Mettupalayam to Ooty 
— the steepest line in Asia, scaling an elevation 
of 326 metres to 2,203 metres, which runs on a 
unique ‘rack and pinion system’, and the Kalka- 
Shimla route, which does a steep, mountainous 
climb up the Shivalik hills through 102 tunnels. 
This diminutive triumvirate has each been 
nominated to the UNESCO World Heritage 
list, and the UN body describes the Darjeeling 
Hill Railway’s “bold and ingenious engineering 
solutions to the problem of establishing an 
effective rail link across a mountainous terrain 
of great beauty” as “still the most outstanding 
example of a hill passenger railway”. Then there 
is the 20 km-long Neral-Matheran Light 
Railway, which is also over a hundred years old, 


and the redoubtable Fairy Queen, the Guinness OLD WAYS: A CLUB ON RAILS 


The famous Darjeeling 
World Record holder for being the oldest train is still pulled by TRAIN FANS ARE AS RELIABLE AS THE RAILWAYS 








working steam locomotive in the world, now steam engines. they love. In 2009, the Indian Railways Fan 

plying between Delhi and Alwar’s tiger country Club (IRFCA), a website dedicated to the 

on luxury weekend trips. Enjoy! serious love for Indian Railways, completes 
two decades. While some members document 

PRESERVING THE PAST: The Indian the Indian Railways photographically, others 


are engaged in conservation and awareness 
building, still others are simply here for 
railfanning. Sign-up costs nothing and the 
site itself is a huge treasure of information that 
will intrigue even the lay visitor, covering 
everything from trivia, history and technical 
explanations to FAQs on rolling stock 
databases, signalling, operations, railway 
zones, loco sheds and even tracks classifica- 
tions, specifications and maintenance. 'Steam 
in India' has a special following of its own. 
Annual conventions, the latest was held in 
January in Bangalore, also draw great num- 
bers of enthusiasts. So, if IRFCA is the Indian 
Railways Fan Club (which, as it categorically 
states, is not officially affiliated to the Indian 
Railways), what's the additional A for? It used 
to be the Indian Railways Fan Club of 
America, where the group first started before 
the rapid spread of the internet turned it 
global. Today, one of the two biggest contin- 
gents of Indian Railways fans is from India. 


Railways Fan Club is dedicated to 
conservation and promotion of the 
heritage of Indian Railways 
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A HERCULE POINOT matey — r faci 

BETWEEN THE LINES PRINTED VERSION: 

Many acclaimed authors 
WHEN THE ROMANCE AND ADVENTURE OF RAIL have often weaved their 
travel meets the imagination and creative stories in the backdrop 
genius of a good writer, classics are born. To of railways 
really get into the groove of what a railway 


journey is all about, read Paul Theroux's timeless 1975 travelogue, 

J| The Great Railway Bazaar, in which the master travel writer relives 

n WI ^ iL an epic train journey across Britain, eastern and western Europe, the 
oes eee kae Middle East, South and South East Asia, then all the way to Japan, 

only to return to Britain via Russia. Theroux followed this up with 

The Old Patagonian Express in 1979, journeying again by train across 

the North American plains then down to Colombia, Patagonia, Peru 

(including a trip on the Tren de la Sierra) and Bolivia before re-uniting 

with lost family in Ecuador. Wrap up the grand trilogy with Riding the 

Iron Rooster, published in 1988, in which Theroux takes Chinas great 

trains, revealing a nation, its people and diverse physical geographies 

magnificently. 

Railways have also been the backdrop of many other classics 
including Edith Nesbit’s heartwarming The Railway Children (1906), 
Agatha Christie’s splendid Murder on Orient Express (1974), and 
Khushwant Singh's haunting Train to Pakistan, reprinted as a special 
50th anniversary edition in 2006 with Partition photographs by Time 
Life’s Margaret Bourke-White. 









Catch such mega movies, 
right after the matches. 


Starts 18th April, 
Sat - Thu 11pm 
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BRING THEM HOME 

THESE ENTHUSIASTS TAKE THE PASSION FOR 
trains to a different scale. Live steam 
aficionados build working models of real 
locomotives, which can even take passengers. 
Live steam is usually a reference to a model 
steam locomotive. Walt Disney famously 

had a live steam railroad at his California 
home, which later inspired him to build a 
narrow gauge track at Disneyland. Also 
known as the backyard railways, these can 

be tracked to gardens of rail lovers. This 
super-specialised hobby has enough enthusi- 
asts around the world to draw expert manu- 
facturers who make model trains and locomo- 
tives to exacting specs. Sample some here. 
Accucraft Trains, a California-based company, 
specialises in museum-quality fine scale 

brass models in live steam and electric 

trains across four distinct product lines. 
Queensland, Australia-based Argyle 
Locomotive Works is another maker-retailer 
of assembly kits and ready-to-run working 
models of live steam locomotives from the glo- 
rious age of steam. But the finest commercial 
maker of live steam engines is Yokohama- 
based Aster — it is the benchmark which hob- 
byists compare models. Even Aster's catalogue, 
which is rated a topnotch reference book on 
the mechanics of model locos, is highly sought 
after by avid collectors. Others like UK-based 
Bassett-Lowke, Backshop Miniatures, 
Brandbright, DJB Engineering, Finescale 

and good old Hornby tempt even the most 
resolute soul with exquisitely crafted trains 
that can be brought home. 





SMALL REPLICA: 
Model train manufact- 
urers make locomotives 
with almost exact 
specifications 





THE MODEL MAN 


FOR A HOBBY THAT DRAWS A LEGION OF ENTHUSIASTS OVERSEAS, THERE ARE ONLY LITTLE-KNOWN 
islands of dedication to rail modelling in India. One such is Pune’s Bhau Joshi museum on 
miniature trains, which recently celebrated its 10th anniversary, and also sells miniature kits, 
and raw stock like metal sheets and balsa wood for model builders to work with. But it is 

Iqbal Ahmed, a machinist and car restorer from Nagpur who holds the Guinness world 

record for the smallest live steam model (the size of his thumb nail) and has simultaneously 
won both the first and second spots in one of the world’s foremost miniature machining 
contests — the 2007 Sherline Machinist’s Challenge held in Ohio — in which he was the lone 
participant from Asia. Not only has he hand-crafted exquisite models of Mary Beam, vertical 
steam and Victoria horizontal steam models, his latest live steam model, large enough to 

carry half a dozen passengers, is that of the legendary Fairy Queen, the oldest steam locomotive 
in operation today. Astonishingly, most of Ahmed’s tools are indigenous and uniquely adapted 
for model engineering “It is such a precise job,” he says. “It only needs patience and dedication. 
[ want to promote this [model engineering] so much in India.” The 62-year-old has ploughed 

a lonely furrow for the past 40 years, supported on his occasional trips abroad by the 
Department of Science and Technology, but unable to participate in many other events because 
the government wants to know, “But why Iqbal Ahmed again and again?” Well, because there is 
nobody quite like him. 
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Selling India's 





BROWSING 
Nidhi Khaitan 
Modi 


Executive Director, 
Radiohms Agencies 


| am reading The Great 
Train Robbery by 
MICHAEL CRICHTON — 
| am a fan of all his 
works. This book had 
been on my radar for 
sometime. | enjoy 
books on philosophy 
because they help 

us understand the 
nature of the human 
condition more 
comprehensively. Also, 
since most of these 
books are written by 
deeply reflective 
individuals, they 
provide good food for 
thought. | would 
recommend A History Of 
Western Philosophy 
by Will Durand. 
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by ashok v. desai 





INVESTING IN INDIA'S EMERGING 
RESILIENCE; BY SIVAPRAKASAM SIVAKUMAR; 
MACMILLIAN PUBLISHERS INDIA, 2009; 

PAGES: 262; PRICE: Rs 325 


THIS BOOK ARGUES OUT THE CASE WHY FOREIGN 
investors should invest in India. While doing so 
it gives a review of India's economic landscape. 
It requires some gumption to tempt people to 
invest in India at a time when its growth is de- 
clining, balance of payments worsening and 
budget in a yawning deficit. 

Sivakumar would argue that these are short- 
term factors — the wrong ones to look at in tak- 
ing long-term investment decisions. What mat- 
ters in his view is what he would call the 
underlying strength of the economy. He argues 
that the reforms of the early 1990s changed the 
economy in a fundamental way: they not only 
freed entrepreneurs from licensing constraints, 
but the subsequent rapid growth gave them 
confidence. He would argue that India has 
sound institutions — that its regulators are 
thoughtful and powerful. He stresses India's ed- 
ucation system, which churns out employable 
graduates. Deregulation has led to a rise in 
India's links with the world — in its export and 
import ratios, and in capital inflows. He points 
to the rapid productivity growth unexplained 
by labour and capital inputs. These, in sum, are 
the factors that in his view give confidence in 
the long-term prospects ofthe Indian economy. 

Sivakumar points to three major sectors 
which offer investment opportunities: agricul- 
ture, industry and finance. Towards the end, he 
takes up the question of India versus China. He 
thinks that they are not competitors, that their 
specialisation is extremely different, and that 
they will complement each other to make the 


SIVAPRAKASAM SIVAKUMAR is the founder of Boston- 
based Argonaut Global Capital, a financial advisory firm 
focusing on emerging markets. After a management 
degree in India, Sivakumar did his doctoral studies in 
economics from the University of Nebraska, Lincoln. He 
has published research work on topics such as currency 
swaps, risk management, capital-account convertibility 
and rising liquidity in the Indian stockmarket. 


Story 


21st century an Asian century. It is altogether 
an extremely upbeat message. Those who are 
coming for the first time to the subject will find 
this a useful and cheerful introduction. 

Sivakumar has been an effective promoter of 
the India story in this as well as other books. 
Some of the points he makes are telling. For in- 
stance, he points out that India cannot have a 
mortgage crisis like the US, because whereas 
mortgage loans come to 80 per cent of GDP in 
the US, they are only 6 per cent in India. India 
cannot have a banking crisis because banks are 
extremely conservative on collateral when they 
give loans, and they never sell off loans. More 
than 60 per cent of India’s GDP consists of 
domestic consumption, and is, therefore, more 
immune to international influences. India has a 
coastline of 7,000 km, but has hardly any 
coastal trade, whereas in Japan, 41 per cent of 
the trade is coastal. 

These arguments come close to a view that 
India is decoupled from the rest of the world 
economy; they also echo the view that India and 
China will provide a new epicentre of growth as 
the western world declines. Sivakumar does not 
dogmatically take these positions; he recog- 
nises that the world recession has impacted 
India already. But he thinks that the peculiari- 
ties he has mentioned will ensure a less extreme 
trade cycle in India than internationally. 
Whether they will or not will be tested in the 
next few quarters. But even if there is a serious 
downturn, Sivakumar would continue to argue 
that India’s long-term prospects make it a good 
candidate for investment. 

Is this irrepressible optimism convincing? 
There is no gainsaying the fact that India is far 
behind the advanced world — that its produc- 
tivity is a fraction of what has been achieved 
even in once-poor 
countries like China 


its trade ratios are tiny 
compared to almost 
all other nations. The 
distance between 
India and other coun- 
tries also represents 
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an opportunity, and the practices which 
have made other countries so much more pro- 
ductive are available to India to exploit without 
having to work on innovating its own way into 
the future. 

But all developing countries are far behind 
advanced countries, and some have caught up 
much faster than others. India was a laggard till 
the 1970s. Since then its growth rate has in- 
creased, but it still has a long distance to go; and 
China has consistently grown much faster than 
India. That raises the questions: How could 
India grow faster? What is holding it up? The 
answer relates to the pathology of Indian eco- 


nomic governance and institutions. This is a 


question the author omits. 

Sivakumar would probably argue that his 
book is really meant for foreigners and that he 
would not like to get them stuck in domestic In- 
dian controversies. But they too ask why India 
is growing more slowly than China. They not 
only ask, but act on the difference: they have in- 
vested far more heavily in China. It is a question 
that Sivakumar may do well to take up in his 
next book. 


SELECTION 1 
+ The Monk’s 
Passage 


NOTHING IS BLUE; 
AUTHOR: BIMAN NATH; 
PUBLISHER: HARPERCOLLINS; 
PAGES: 242; PRICE: Rs 295 


pre 


THIS BOOK, SET IN THE 7TH CEN- 
tury, is told through the earnest thoughts and 
deeds of Ananda, a young bhikkhu (student 
monk) at the Nalanda monastery. He is an inno- 
cent boy, who is thirsty for knowledge and wants 
to unravel the mystic of mathematics. The story 
takes an interesting turn when Chinese scholar 
Huen Tsang arrives at the monastery and 
Ananda is assigned to take care of him. He de- 
velops a strong bond with the scholar. 

But life at the monastery is not as simple as it 
seems. Ananda stumbles upon deadly secrets — 
tantric rituals being practised by some of 
the monks and bhikkhus in the night. And that 
his best friend was also involved. Ananda's 


. connection with his friend ultimately seals his 


fate. The author tells his story through the 
thoughts, hopes, fears and doubts of this 
young protagonist. 

This is also a story about prejudices and anger 
against ideas and people who are ahead of their 
times. The author has deftly woven in the folk- 





lore of Khona, who defeated her father-in-law 
Varahamihira in a debate in the court of Ujjain. 
Enraged, Varahamihira ordered his son to cut 
off her tongue. The author projects Khona as a 
woman who challenged the traditional interpre- 
tation of zodiac movements. This crucial discov- 
ery was lost for centuries because established 
scholars were not open to accepting new ideas, 
especially from a woman. 

This book is a must read for the sheer genius 
ofthe author in interweaving an astronomical 
discovery, and a mathematical concept with the 
bond of a guru and a bhikkhu into a wholly 
believable novel. 

—Anjana Saproo 


SELECTION 2 
A Healing 
Touch 


AFTER HIS HIGHLY ACCLAIMED 
works of non-fiction, My 
Own Country and The Tennis 
Partner, physician Abraham 
Verghese, in CUTTING FOR 
STONE (Random House 
India), returns with the improbable tale of 
Siamese twins born from the union — nobody 
can quite fathom how it came about — ofa pure, 
kind-hearted Ma/ayalee nun and a brilliant, 
self-absorbed British surgeon who loves her but 
does not realise it till it was too late. “A tale this 
wild is perilous”, notes fellow writer-doctor Atul 
Gawande as he introduces the book, *but there 
is not a false step anywhere". And indeed there 
isn't. Verghese nimbly weaves his way through a 
narrative enriched by his knowledge of medi- 
cine and of Ethiopia, where he was born and 
raised. In this unusual yet absorbing story, Mar- 
ion and Shiva are orphaned at birth. And later 
separated by a conflict so bitter that Marion 
flees to America, till his past draws him back in- 
exorably, and nearly destroys him. 

But what will enchant the reader most is 
Verghese's mastery over his craft. His language 
is a gentle, beautiful river that flows neither too 
fast nor too slow. Even the most compulsive 
page-turner will want to pause and savour his 
evocative observations on the lands and people 
his novel encompasses. Even passing characters 
like the excessively studious probationer and 
the hyper-fertile Djiboutian Adid are etched 
memorably and with humour. Most of all, for an 
author who is so poised, Verghese wields his 
pen with beguiling humility and introspective 
wisdom. This book is a gem. 

| —Lalitha Sridhar 
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ALERT 


ENTREPRENEUR 
JOURNEYS 

BY SRAMANA MITRA 
HACHETTE 
(BUSINESS PLUS) 

If it is a challenge to find 
a book that speaks to its 
times, this anthology 
certainly rises to the 
occasion. In the present 
context of the financial 
crisis, the conspicuous 
feature of the book is that 
it showcases successful 
ventures that began and 
flourished during a 
similar epoch of 
corporate disillusionment, 
the dot com bust. An 
incorrigible entrepreneur, 
Mitra combines her 
theoretical knowledge 
with the personal 
experience of having 
established three 
successful companies — 
Dais, Intarka and Uuma 
— to broaden the horizon 
of entrepreneurship as a 
“way of life". Interviews 
with successful business 
gurus fortify her case. 
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The Sins Of PE Funds : 


As private 
equity funds’ 
performance 

worsens, they 
will be blamed 
for many ills 
that are really 
the ills of 
taxation 
systems 





AMONGST THE GREATEST BENEFICIARIES OF THE 
boom that has just passed in the West were pri- 
vate equity funds and their managers; amongst 
the worst victims of the bust that has followed 
will be their clients. Neither has figured 
amongst the characters that have emerged on 
the stage of distress and baleouts till now; most 
of those have been banks and real es- 
tate financiers. But as the pain 
spreads, PE funds will also come into 
the limelight. And when industrial 
countries come to write new regula- 
tions, they will need to write some 
for PE funds as well. 

A major problem at that stage will 
be how to define a private equity 
fund. The name itself denotes the fact 
that the funds did not raise funds by 
going to the market. They courted 
rich corporates and high-net-worth 
individuals, and essentially acted as 
investment managers for a select 
group of investors. It should be legal 
for a set of like-minded people to get 
together and coordinate their invest- 
ments. If it is their own money they 
are putting at risk, it would be wrong 
to introduce bureaucratic requirements of regis- 
tration and reporting on them. 

But the art of PE funds lay precisely in the 
fact that they were not private investors’ clubs 
investing their money; they were generally ex- 
tremely dependent on borrowed money. Worse, 
it was not PE funds that borrowed money. They 
targeted companies with low debt and high 
profits and hence with high borrowing capacity, 
borrowed money in the name of those compa- 
nies, and then used the money to buy off outside 
shareholders in those companies. This artifice 
was lucrative because profits are taxed in the 
hands of the companies whereas the interest 
they pay is not; in other words, the after-tax cost 
of borrowed funds to PE funds was lower than 
of funds from their equity investors. 

So the first thing to do does not refer to PE 
funds, but to taxation: taxation of profits and 
interest must be made more equitable. One way 
would be to tax both in the hands of the paying 
company at the same rate; then where appro- 
priate, the creditor can claim a refund of the tax 
or write it off against the tax he has to pay on his 
income. But there is also another way, namely to 
tax neither. Profits have been taxed for a long 


BLOOMBERG 


time; the original justification was that they 
went to the rich. But today, a large proportion of 
them go to old people, widows and orphans; the 
equity argument for taxing them is no longer 
relevant. If they go to a rich man, they should be 
taxed as part of his total income; but there is no 
reason to tax profits as such. 

However, taxes on business profits form such 
alarge proportion of governments’ revenue that 


' abandoning their taxation is not practicable. If 


they are not taxed, something else must be 
taxed to replace the revenue. But there is a case 
for expanding the revenue base — from profits 
to value added. Many countries already impose 


a value-added tax. It is a tax on wages and prof- ' 


its together; it can be increased as the tax on 
profits alone is abolished. There would eventu- 
ally be two principal taxes. One would be on 
value added by businesses. The other would be 
on total income of individuals. 

If this new scheme of taxation is adopted, a 
major incentive for the setting up of PE funds 
will be removed; they will no longer be an in- 
strument for tax avoidance. But it would still be 
possible to use debt to buy equity; PE funds 
would still be used to wrest control of compa- 
nies with borrowed money. In theory, this 
should be all right; if someone thinks that he 
can manage a company better than the incum- 
bent management, he should be able to contest 
its ownership and change the management. 

But one major charge against PE funds has 
been that they have not offered better manage- 
ment, but simply taken a shorter-term view. 
They have got control of companies with valu- 
able assets, sold them off, and left shells behind 
or closed down the companies. And since the 
value of real estate normally rises faster than 
corporate income, property-rich companies 
will continue to be targets of PE sharks. 

However, property too should be subject to 
competition amongst bidders who may have 
ideas about how to put it to better or more prof- 
itable use; PE funds cannot be faulted simply 
because they participate in this competition for 
value addition. Profitable uses of property may 
be undesirable; for instance, they may lead to 
overdevelopment and congestion. But the rem- 
edy for that is not to regulate investors, but to 
regulate the use of land — to control density 
and to legislate minimum allocation of land for 
desirable uses such as transport networks and 
green belts. 


27 APRIL 2009 68 BUSINESSWORLD 


í 


^^ 


a oS A Ż 


WOS SEVOA(D)SJEDA YE SN EW (IAO ALS S;IVLIdvO 31V1S XId33sd) SSSb 2009 (3343 NIOL T34/1NS8) SSS S7 0081 :3MVO YBWOLSND 9765/56, 860/6t£0/EEC- S970 *WUWGOGWA 9/51776CC60/8787C0S- 1/40 MfdI V 
ILLI 1099-070 *3Nfd 5174/99v£760 “WNLWd 05550599-110 'IH 130 MIN 7/88£6809860/S/19S7£-7140:MfQYdOVN £S/++S9-7750 ‘MONWNINT 5555099-F8»£0 'V'IVWH39 0957€1/9-08C "VUOVIVNWUMM /009//7099799 -££0 
‘VLYWION CE vv6977C- 1v 10 MfdIVÍ  1/£7799//1vSSCv7 LS90 MnidHO3HSMWVÍ E6E9t0r-! EZO JUONI OS 390999-1 10 *WNWAYWH tt8EIOr9I860/EIZ6ZTZTZ-19E0 LYHVANS ZS Cry9TE60 *VOD 882-027-071 0/S909047-07 10 
‘AVEVIZVHD | £101 99/81 10199/Z110!99/0710199-7Z10 ‘HYUVSIGNVHD 6! +70S9-77+0 ‘SHOLVEWIOD v/t/11t09/99 CLSvbEPFC vvOIVNN3HO 61/816 vrSC-P/90 'HVAHS3NVSHS 00900599 /SEF00S599-090 *HS3Q0 Vd 
VUHQONY 6/56/76! |0£99-620 ‘GVevaaIwHy *SID1I44O HONVUG '11/95999-770 131 VIGNI '££000t-IvgalniA DIOdHONIHO OYUWW WYO 8 L 90014 PUZ '.8, ‘ISNOH SWLIOA ‘QILIWNI SVLIOA :'Ss34a0a0v JLVUOdYOD 


Ol 


TOWN'S 91342^ UC SVLIOA J ' 


60-80/£ tZ L/S€1/109/92) $34 Gung 


—— 
- —  — H————— M— 














———— - 





e 






Book Preview 


FAL NESTINS 


Author: Sangeeth Varghese 
ISBN: 978-81-908452-1-2 
Price: Rs 399/- 

Size: 5.5 (width) x 8.5 (height) 


—^ 
V 
an 
^ 
— 
iu 
m 


Edition: Paperback 
No. of pages: 168 
Genre: Business 


ECIDE TO 


EAD 


9 Decisions That Can Make 
You a True | eader 


Sangeeth Varghese — —— 





dV4al OL 


n! 
EORE 





This book is unputdownable. E 


Decide to Lead is a refreshing change from the usually stale ‘business success literature. 
It breaks the moul by mixing fables and homespun wisdom into a recipe for winning. 


j | ] 
Pita 


This very approachable book will change the way you have thought about leadership 
till now. It can powerfully motivate you to draw out your hidden leadership 
potential-you might ‘Decide to Lead. 





To Order Your Copy 
Write to us: Businessworld, Express Building, 9-10 Bahadur Shah Zafar Marg. New Delhi - 110002, Ph: 011-23702170. 
For bulk enquires e-mail: businessworldsubscriptions @ abpmail.com 
Call us: Delhi: Sangeeta Biswas - 011-2370 2170-79; Mumbai: Reshma Yamsanwar - 022-2496 2601-09; Kolkata: Sandip Biswas 


- 033-2260 0745; Bangalore: Partha Bhadra - 080-2558 8127; Chennai: L. Pradeep Raj - 044-2813 1278/9; Hyderabad: Suman 
Sarkar - 040-2331 7147 
SMS us: SMS ‘DTL to 56569 Terms & Conditions apply 





fe has. FO LA 
MEO > pas TS, 


N TO YOUR STYLE QUOTIENT 





VIDEOCON 


sf m@eyvwe WF) Xe? WERT VTWOEMEF VW S; wwe vwvvesvv 


P-233/FGN-I9/LPWP-FGN-29/2007-09 RNI NO. 3987/81 


Lond. | ; wis 


nr 


and great resolution. 


09 MM&PO/SRM-KOL RMS/WB/RN 


Y 
Y 
r 
2 
: 
5 
3 
3 
~ 
> 
> 
> 
4 
} 
E 
- 
3 


WVB/RNP-233/LPWP-28/2007 


SS STH 


Re eu Em I 
: 3 bMS t iur " 
i re Vipera —— ——— - 
Pax, ee s ne un 


VBL 19SBG VBL 26HBT 


SERVICE 
© 1800 419 40 40 


INNOVATIONS THAT : (6 39 40 40 40 
TRANSFER YOU TO 

. A WHOLE NEW PLACE - 1.06 BILLION DIGITAL COLOUR _ SUPER __ Keeping products Eco-Fit 
DISPLAY COLOURS REALI CONTRAST RATI 





Bot ¢ ra 8 | S S U.E jp 


Businessworla 


www.businessworld.in 4 MAY 2009 SUBSCRIBER’S COPY, NOT FOR RESALE 


Ki Shore Biyani 


Pramod Bhasin CEG. 


P " - oe 
resident [9 errr 
j "III: "I 


Genpac I 


m " 


^. 
K.M. Birla A i Adi t vlt ti 


Chairman, 
Aditya Birla Group 


LEADERSHIP. 


Shinzo E n 
EL rg 


Vineet Na ya l ad 
CEQ. zi Mi I ecHIE Jg! jes z = ad 


d. 


D. Shivakumar 


| D-markets, | Chanda 
"Ti EB India Kochhar 


Peter Kronsc! nab! 


President, BMW India 








North: 


South: 


East: 
West: 


The mode!, ¢ 


The new | 
BMW 7 Series 
Sedan 


Saarai Delta Motors +91 40 3028 2900 Kochi: Platino Classic 491 484 4009 966. Y 
Kolkata: OSL Prestige +91 33 2251 7010 | 
Ahmedabad: Parsoli Motors +91 79 2684 1231 Mumbai: Infinity Cars +91 22 6714 9100 
Navnit Motors +91 22 2625 3333 Pune: Bavaria Motors +91 20 2614 1555 


equipment and possible vehic 


cle configurations illustrated in the advertisement may differ from the vehicles supplied Ih the din TS 










Sheer 
Driving Pleasure 








7 Series | 


Introducing the all-new BMW 7 Series. The statement. 


It's never about how far you’ve come. It’s about taking the next step. From the average to the 
avant-garde. From powerful engines to dynamic, efficient engineering masterpieces. From car body 
design to an appearance that moves passengers and passers-by. From ambitious to successful. 
From exclusive materials to true luxury of space. From the present to the future. From an 





s 39 — € 


"ex 


5 
> e. 


— 
"t COT a 


Powered tiy 


-QUALCONW.... 


"""7179 77 


ne rr 





YOUR SHIPMENT WILL NEVER 
BE OUT OF SIGHT, 
NO MATTER WHERE IT IS. 


Introducing an advanced AGPS tracking system - QUICKFINDER4 for the first 
time in India. This solution enables real time tracking of vehicles and assets 


a 
Ll. 
co 
T 


< 


helping you arrive at a position fix in less than a minute. Even if the vehicle or 


etl 


A. 


asset is indoors, Tata Indicom's CDMA technology enables this device to send 





signals constantly to a tracking server which shows you its exact location on 
an online map. 


e Secure web interface that displays vehicle/asset location on map O 
e Modular format offers flexibility to track single or multiple vehicles 
e Generates and analyses vehicle performance with customized MIS reports 


QUICKFINDER- 


ym nowher d 


For more details visit www.tataindicom.com, SMS «INDICOM AGPS» to 58888 or call: 6060 3000 (prefix city STD code) 
Tata Teleservices | imited currentlv offers AGPS service in Delhi. Mumbai. Pune. Bangalore. Hyderabad, Kolkata, Chennai, Ahmedabad and Jaipur. 


Things beyond money... 


^ 
* 


There are many things beyond ^ is 
money...but they all cost money. 
Like your child's education. 


Money helps fulfill your dreams. It also "ZH $ T 
stands testimony to your well-earned in iain o Ine 
buccess. We have the proven expertise IT’S ALL ABOUT MONEY. HONEY! 


in advising and managing your money 


so that it grows quickly but safely. SMS 'R' to 567675555 


Wealth * Equities e Commodities * Mutual Funds * Insurance * Loans 


India Infoline Ltd. Regd. Off.: 75, Nirion Complex, Off W E Highway, Goregaon (E), Mumbai - 400 063. Tel (91-22) 4007 ME (91-2 : pao | 
EGN NO.: BSE (Cash) INB 011097533, BSE (F60) INF 011097533, NSE (Cash) INB 2 231097537, NSE (F&O) INF 231097537, NSE (CDS) INE 231097537, MCX (CDS) INE 261097537 DEPOSITORY: NSDL DP ID IN 30; 69, CDSL DP ID 1204470 
Vealth - IFL Wealth Management Ltd, Commodities - India Infoline Commodities Ltd, Mutual Funds - India Infoline Distribution Co Ltd. Insurance - India Infnline In » Rrnbore I td laane India Infriline limaani i 





Editor's Letter 





Crisis And B 


Leadership 


LEGENDARY INVESTOR 
Warren Buffett has 
said many memo- 
rable things, but the 
one that the Oracle of 
Omaha keeps getting 
quoted for has to do 
with how only a re- 
cession can tell you 
the difference bet- 
ween a good perfor- 
mer and a bad one. 
As he said, it is only 
when the tide goes 
out that you know who is swim- 
ming naked. In one of the inter- 
views in this issue of Business- 
world, Pramod Bhasin, president 
and CEO of Genpact, said much 
the same thing when he commen- 
ted that “growth hides a lot of sins”. 

A recession, or any other crisis 
doesn't just separate the good lead- 
ers from the mediocre ones. It also 
often brings out the best in true 
leaders. Crisis focuses the mind 
wonderfully. That is why some of 
the best ideas come out as reac- 
tions to a crisis. 

The crisis that corporate leaders 
are grappling with currently is 
quite unique. There have been lots 
of busts, slowdowns and recessions 
in the past, but few have tested 
managerial and leadership skills to 
the limit or had quite as much im- 
pact as the situation we are facing 





then, are any great 
ideas and examples 
of leadership coming 
out? I will leave you 
to judge that for 
yourself. BW persua- 
ded 10 corporate 
chieftains to speak 
about specific areas 
that they were grap- 
pling with in the cur- 
rent recession. These 
involved everything 
from vendor issues to 
the ways and means of managing 
the integration of an acquired 
company. From retaining talent 
even when you are cutting salaries, 
to selling luxury when even the 
most spendthrift of customers had 
embraced parsimony as a philoso- 
phy. From taking over from a leg- 
end in the midst of a slowdown, to 
the importance of thinking of 
diversifications and new growth 
opportunities even when cash was 
scarce for current operations. 

The interviews have thrown up 
some of the most candid observa- 
tions on leadership and mana- 
gement, and some rather innova- 
tive ideas on how to deal with the 
current crisis. 

I believe that this special issue of 
BW is important not just because it 
provides insights into how to man- 
age during the current crisis. It is 
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today. It has caused havoc across 
industries and across geographies. 
Given the nature of the crisis 


important because the insights 
contained in it will come in useful 
even in future crisis situations. 
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Debt Management 
The debt-equity ratio, which indicates a 
company’s ability to meet liabilities in case of a 
closure, in many Indian companies are crazy 
(Rise And Rise Of Debt, BW, 27 April 2009). 
The data in your story clearly showed that 
many of them will not be able to meet their 
liabilities in a contingency. In a mad rush to 
expand, many companies took loans without 
defining any boundaries, and that is now 
weighing heavily in their balance sheets. No 
one bothered to see how much loan companies 
were taking, but now the same loans are eating 
considerably into their profit margins. The 
government and market regulators in India 
should devise a procedure to check the debt- 
equity balance in listed and unlisted 
companies and issue warnings. Corporate 
India also needs to apply brakes — for their 
own good — and fine-tune their debt policies. 
Ekta Sinha, Mumbai 
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Making The Right Moves 


Tech Mahindra has raised a lot of money from banks to 
fund the Satyam deal but only time will tell if Mahindras 
have made a good business deal (And The Winner Is..., BW, 
27 April 2009). According to the government-appointed 
directors, the real debt position of the firm is still not clear. 
Then there is the ongoing tussle with Upaid for which 
Satyam might have to shell out a big amount. 

But despite all the negatives, Satyam could prove to be a 
good investment for Tech Mahindra. Satyam still has most 
of its clients on board, which speaks volumes about the 
company’s competitive services. Satyam has struck the right 
chord by deciding to continue with the current 
management of the scam-hit firm for the transition period. 
It will help restore employee and customer confidence. 


Ramesh Shah, on email 


Apply Fair Practices 
The whole world is suffering from economic 
slowdown due to greed of a few ultra- 
capitalists (Carry On London, BW, 27 April 
2009). The global economy may run further in 
reverse gear if proper measures are not taken 
promptly. The G20 meet in London, unlike 
other official meeting of the world leaders, 
delivered some results. The problems will not 
abate unless food, clothing, health services and 
education are made affordable for all, either by 
cuts in taxation, subsidy or by very strict price 
control. Futures trading of essential 
commodities needs to be stopped. 

Priya, on email 


Sheer Neglect 
It was astonishing to find that a leader such as 
Lalu Prasad, who has turned the ailing India 
Railways profitable, has not had a single 
development project completed in his 
constituency during his tenure (Politicians 
Largesse, BW, 277 April 2009). 

Gopal Sharma, Delhi 


Clarification 

In 'Switching To Fast Forward' (BW, 6 April 
2009), it was incorrectly mentioned that each =. 
IP address seeker from India pays half a 
million dollars to APNIC to register for an IP 
address. The amount is actually paid by all IP 
seekers from India. The error is regretted. 





Letters may have been edited for brevity. 
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CEMENT 


Under Cartel Control? 


Cement 
prices are 
going up 
despite fall 
in production 
costs 


SAVING MARGINS: 
Cement makers are not 
passing on the benefits 

to consumers 


T E 


COMAS me NE 





BIVASH BANERJEE 





AT A TIME WHEN CEME- 
nt prices should have 
come down, they have 
actually gone up. In 
the past three months, 


domestic coal, has 
seen prices cooling off 
from $180 per tonne 
in July '08 to $60-65 
per tonne, albeit ce- 


ckage. “They haven't 
passed on this benefit 
to consumers, says 
Desai. In the Octo- 
ber-December 2008 


of input costs is ex- 
pected to protect their 
margins, says Pawan 
Burde, analyst at 
Angel Broking. 


in Mumbai and Kolk- ment makers say quarter, big cement The cement indus- 
ata, the price of a 50- more imported coalis ^ players earned net try has its own expla- 
kg bag of cement went used now than before ^ profit margins of 15- nation. “We pay 


up by Rs 8-12 to settle 
at Rs 250. Is the econ- 
omy reviving or is it a 
case of cartelisation? 


(coal accounts for 
about 25 per cent of 
overall costs for a ce- 
ment manufacturer). 


18 per cent. Now, with 
conditions more 
favourable, players 
such as Ambuja Ce- 


around 30 per cent in 
various taxes (includ- 
ing VAT and excise), 
among the highest 


D.L. Desai, member Freight costs have ment and Ultratech across industries,’ 
of Builders Associa- also come down with have also reported says J. Datta Gupta, 


tion of India, is em- 
phatic: “Cement car- 
tels are at work.” 


cut in diesel prices. Fi- 
nally, this January, the 
government cut excise 


9o "E e — 


profit margins of 15- 
18 per cent. “While av- 
erage cement prices 
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4 Consider this: im- duty on packaged ce- are expected to be viable at only Rs 300 
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—. twice as expensive as part ofa stimulus pa- over last year, easing Muthukumar K. 


E billion. The total amount that Microsoft will spend on research and development in 2009. 





COMMODITIES 


results, but governments need to do more.” 


Defying Trend 


Weak 
production 
estimates are 
pushing farm 
product 
prices higher 


WITH INFLATION AT 
near-zero levels, you 
would think all price 
rises would have come 
to a standstill. So, the 
steady price rise in 
commodity markets 
— both spot (mandis) 
and derivatives — 
over the past two 
months might spook 
you a bit. “Lower crop 
prospects and arrivals 


"Stimulus packages are starting to show 


have led to a rise in 
the prices of farm 
products,” says Madan 
Sabnavis, chief econo- 
mist at National Com- 
modity and Deriva- 
tives Exchange 
(NCDEX). “This 
holds for both prod- 
ucts that are traded 
and not traded on the 
futures platform.” 
According to the 
Ministry of Agricul- 
tures recently relea- 
sed Second Advance 
Estimates for 2008- 
09, of the five most 
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indexed to 100 on Jan ‘09 average 
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Decline in agriculture output is shoring up commodity prices 





The Standard & Poor’s SOO Information 
Technology Index of 75 software and computer 
makers has rallied 9.7 per cent this year, the 
steepest gain since 1998 and the most among 10 
industries represented in the S&P SOO. 


S&P 500 Information Technology Index 
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CORPORATE DEBT 


dominant cereals — 
wheat, rice, maize, 
jawar and bajra — ex- 
cept for rice the pro- 
duction estimates are 
lower compared to 
2007-085 actual pro- 
duction numbers by 
2-10 per cent. Ditto 
for pulses such as tur, 
urad and moong. 

The situation is 
perhaps the worst in 
oilseeds (groundnut 
and soyabean) where 
the total production 
estimate for 2008-09 
is 25.96 million 
tonnes as against 
29.75 million tonnes 
actual production in 
2007-08. While that 
may be bad news for 
consumers, it has gen- 
erated a rise in trad- 
ing interest. Sugar, for 
example, has seen vol- 





African National 
Congress (ANC) 
party's leader 
Jacob Zuma is 
poised to become 
South Africa's 
next president. 
Zuma said the 
ANC had put 
across its policies 
and people have 
understood that. 
Early results show 
Zuma's party 

way ahead of the 
main opposition 
parties. Election 


umes on NCDEX go officials put voter 

up by 36 per cent in turnout at about 

January-March 2009. 77 per cent. 
Rajesh Gajra 


TOO MUCH TO HANDLE 


INDIA'S 33 DEBT RECOVERY TRIB- corporate India had begun to 
unals (DRT) and five debt take topline growth for granted, 
recovery appellate tribunals, set taking on debt to fuel growth. A 
up by the government to help BW analysis of nearly 7,000 
financial institutions and banks companies showed that in 
recover their debt quickly and financial year 2007-08 (see BW, 
efficiently, are experiencing a 27 April) for instance, total debt 
barrage of cases. of companies went up by 31.4 
The cases to the three DRTsin per cent while revenues grew just 
Delhi and another three in 27.6 per cent. As a result, in the 
Mumbai alone have gone up by first nine months of fiscal 2008- 
nearly 10 times. This follows a 09, interest expenses of 500 
significant growth in payment largest companies went up 82 
defaults by companies this year per cent, according to research 
on loans raised in the past. After firm Dun & Bradstreet. 
nearly five years of growth run, Team BW 
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25 million could lose jobs in Asia. Credit crisis losses may hit $4.1 trillion 


AIG: The Biggest Loser in '08 


Ln 


THE JOB 
MARKET 


General Motors: 
The US auto 
maker has asked 
1,600 of its US 
employees to leave 
by 1 May 2009. 
Fiat: The Italian 
auto maker said it 
would cut 4,600 


jobs at its US 
subsidiary CNH, a 
construction 
equipment maker. 


Asia troubles: The 
International Labo- 
ur Organization 
said 23 million 
people are 
expected to lose 
their jobs in Asia 
this year. 





ATI 
e 





BLOOMBERG 


THE NEW YORK-BASED INSURANCE MAJOR 
American International Group (AIG) has 
topped The Fortune 5005 Biggest Losers list. 
The company recorded a total loss of $99.3 
billion in 2008. Fannie Mae took the second 
spot with losses of $58.7 billion, closely 
followed by Freddie Mac ($50.1 billion), 
General Motors ($30.9 billion) and Citigroup 
($27.7 billion). The Fortune 500 witnessed its 
worst slump ever in 2008. Over 125 of the US's 
500 largest companies traded in the red and 
collectively lost over $500 billion. Thirty-eight 
companies disappeared from the list and total 
profits fell by 84.7 per cent to just $98.9 billion. 


The International Monetary 
Fund (IMF), in its latest AT e 
report, estimates that | fure pec cc ct 
worldwide losses tied to bad 
loans and securitised assets 
may reach $4.1 trillion by the 
end of 2010. Banks will 
shoulder the majority of 
writedowns, with insurers, 
pensions funds and other 
non-banks assuming the rest. 
The IMF had previously given 
an estimate for only the US 
— $2.2 trillion. 


US 
Europe 
Japan 


Worldwide 


Estimated writedowns by 2010 (in $ trillion) 





Source: International Monetary Fund 
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INDIA IMPACT GLOBAL WATCH 4 


Target affected: IT industry association 
Nasscom has said the global economic downturn 
will delay the 2010 export revenue target of $50 
billion by three-four quarters. Nasscom said the 
"global economic crisis will have far-reaching 
impact on the industry. Near-term volumes and 
pricing is likely to come under pressure". 


GDP forecast: The Reserve Bank of India (RBI) 
said the Indian economy will grow at 6 per cent 
in fiscal 2009-10 — its weakest GDP growth 
projection in seven years. RBI Governor D. 
Subbarao said the lower GDP growth projection 
was mainly because of the current recessionary 
global economic condition, which has affected 
India's export badly. 


4 MAY 2009 | 4 BUSINESSWORLD 


Deflation mode: The UK has slipped into 
deflation for the first time in 50 years. The 
country's retail price index slowed to -0.4 per 
cent in March 2009. Chancellor Alistair 
Darling has said that the country is facing its 
worst economic crisis in 60 years, and that 
rescuing the banks could cost Britain about 
£50 billion. 


Turning negative: Caterpillar Inc, the world's 
largest construction equipment maker, has 
reported its first quarterly loss in 16 years. 
The company posted a loss of $112 million in 
the first quarter of 2009 compared to profit of 
$922 million in the previous year. 


The decline in global crude steel production in the first three months of 2009. 





OVER 20 YEARS OF FIELD EXPERIENCE 
PROVEN WIND ENERGY TECHNOLOGY 
MORE THAN 2000 WEGs ALREADY INSTALLED 
EXPORTING WEGs OVERSEAS 





RRB ENERGY LIMITED (RRB ENERGY) 
MANUFACTURING WORLD-CLASS WIND ELECTRIC GENERATORS (WEGs). 


INTERESTED IN WIND POWER GENERATION ? 
Talk to RRB ENERGY, a pioneer Company in the Wind Energy Sector. 


RRB ENERGY offers turnkey solutions, from concept to commissioning for harnessing wind energy for power generation 
and the same include site selection, micrositing, preparation of detailed project report, project engineering, erection, 


commissioning and after sales service of the wind power projects. 


RRB ENERGY has established state-of-the-art WEG blade and controller manufacturing facilities in India. Its nationwide 


network and seasoned professionals can help you set up world-class Wind Energy Projects. 


Invest inWind Energy. Encash on our unmatched expertise in wind power RRA GNGRGY virmmceo 


(Pioneers in Wind Power Since 1987) 


generation and watch your profits soar. 





For further information contact: RRB Energy Limited, 17, Vembuliamman Koil Street. KK. Nagar (West), Chennai 600 078, Tamil Nadu 
Tel: 91-44-23641111, Fax: 91-44-23642222. E-mai chennai@rrbenergy.com 
Website: www.rrbenergy.com 
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The Second 
Chapter 


by ashok v. desai 


SEBI WAS CREATED IN 1988; BEFORE THAT, THE 
finance ministry used to manage capital is- 
sues. It was also the mother of government 
financial institutions — UTI, IDBI and 
ICICI. So it used to underprice issues, and 
force companies to give a large proportion to 
its three daughters. It also gave a certain pro- 
portion to the public. Since the shares were 
underpriced, considerable profits could be 
made by anyone who got an allotment. So 
the demand greatly exceeded the shares on 
issue. The ministry used to ration allotments 
in proportion to applications. That gave in- 





NSDL appealed to Securities Appellate Tri- 
bunal, which completely exonerated it on 15 
January 2009, as it did other firms and insti- 
tutions Sebi had punished; it said that Sebi 
had relied entirely on NSDL’s own records 
and disclosures when punishing it, and asked 
how it could use all NSDL’s information and 
reject the explanation based on it. 

When P. Chidambaram, finance minister, 
called Bhave to Delhi to offer him chairman- 
ship of Sebi, Bhave asked him how he could 
be the accused in the proceedings against 
NSDL filed by Sebi and at the same time its 
chairman. Chidambaram told him he would 
be chairman in all matters except that of the 
NSDL and multiple applications. 

The two men whom Sebi had appointed to 
look into the 2006 scam apparently gave 
their adjudication order to Sebi in December 
2008. It blamed NSDL and asked it to 
strengthen its systems. Sebi’s practice is to 
publish such orders immediately and act on 
them; in this case it did not. Last month, one 


vestors an incentive to make multiple appli- Bhave is of the two panelists complained to the press 
cations. Lucky investors made much money innocent and said that the delay in putting its order on 
out of them. So the allotment mechanism H : the Sebi website was against the law. 
had a strong following. Essentially, the gov- Sebi has That has set the stage for a blame game in 
ira Subang sans: at - ja erred, and which iam A a T tens vari- 
ot companies, and courted popularity. Bu ous people in power in Sebi and the finance 
the underpricing also led to considerable re- cannot ministry of impropriety. But no one, ab- 
vom dae pni allotment na a they were correct itself PR d no Ve ee just pike ien. upa 
prohibited. It was a corrupt system. : cheap in a public issue and selling them at a 
This was one ofthe matters we were seized under Bhave; profit is wrong. It is wrong because Sebi says 
with when I was taken into the finance min- only PM can so. There is nothing morally wrong with it; 
istry 1n 1991. My view was that there was no SS ig people buy cheap and sell at a higher price all 
justification for the cross-subsidy, and that set it right the time. That is what capitalism is about. 


companies should sell shares to the highest 
bidders. That would eliminate the profits 
arising from underpricing, and all the attendant corruption. 
Manmohan Singh agreed with me. Share issues came to be 
auctioned, and the entire allotment process was cleaned up. 
But in the meanwhile, Sebi had been created in 1988, and 
had nothing to do. Its chairman, G.V. Ramakrishna, was 
twiddling his fingers. I felt it would be better for the finance 
ministry to leave governance of capital issues to Sebi. So it 
was empowered. Initially, it continued the clean method of 
auctioning shares. But six years later, it reintroduced alloca- 
tion of IPOs to reward the qualified institutional investors it 
had created, and to court retail investors. And with rationing 
returned underpricing, profiteering and corruption. 
Rupalben made hay out of the underpricing of Yes Bank 
and IDFC issues in 2006. She came to the notice of Sebi, 
which in panicky self-righteousness asked National Securi- 
ties Depository, then headed by C.B. Bhave, to "disgorge" 
Rs 15 crore because it had not detected multiple applications. 


And no one asks why Sebi made reselling 

illegal. It did so because it underpriced is- 

sues: it rationed issues, refusing to see that rationing is in- 

separable from underpricing. Rationing rewards qualified 

institutional investors and retail investors. But there is noth- 

ing right or moral about it; in fact, it creates a black market, 
it is absolutely immoral. 

This is why we had abolished it, and that is why Sebi must 
abandon it now and return to a clean auction of public is- 
sues. It should say that it was wrong in reintroducing ra- 
tioning. But if it does so, Bhave will be accused of exonerat- 
ing himself. This is why Manmohan Singh must take time off 


from his exalted concerns, say that he was right to abolish ra- ^ 


tioning in 1992, and order Sebi to abolish it once more. That 
is what a Prime Minister is for — to take right decisions that 
his subordinates cannot take. 








The author is Consultant Editor of Busi nessworld. 
ashok.desai@gmail.com 
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Stands a dream shimmering like a new born child 
Replete only in happiness in every flamboyant ray 
Captured in panoramic delight in Mother Nature’s lap 


A blissfully perfect truce between 





A majestic moderation that stands scrutiny 
under the fathomless sky 


An inimitable freshness inspired 







by the Great Lakes of a thousand miles 
Pregnant with meaning, surging with nope, brimming with knowledae 


It 1S a dream that liberates a million smiles 





L Global Mindset, Indian roots 
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INSTITUTE OF MANAGEMENT, CHENNAI 


Great Lakes proudly unveils an one-of-a-kind Green Campus that's energy efficient & 
et eco friendly - in Manamai, Mamallapuram, Chennai on 28th April 2003. 


In The News 





SASAN POWER PROJECT 


Rupee-Greenback Toss Up 


Reliance 
Power plans to 
replace costly 
rupee debt 
with foreign 
borrowings 


DOMESTIC STRENGTH 


RELIANCE POWER-OWNED SASAN POWER MAY HAVE 
tied up Rs 14,550 crore of rupee loans from a 
clutch of banks led by the State Bank of India 
(SBI) to achieve financial closure of the 4,000- 
MW ultra mega power project (UMPP) at 
Sasan in Madhya Pradesh, but the company 
is already scouting for foreign funds to 
replace at least 50 per cent of the debt at 
the earliest. 

The SBI-led domestic debt has come at a high 
interest rate of 12-12.5 per cent. As a compari- 
son, Krishnapatnam Port, which also an- 
nounced its financial closure recently, arranged 
debt funds to the tune of Rs 3,500 crore at a rate 
of 11 per cent. Reliance Power was initially plan- 
ning to raise $2 billion through external com- 
mercial borrowings (ECBs). But with the global 
financial crisis setting in, it was taking longer to 
raise such loans, according to J.P. Chalasani, 
CEO of Reliance Power. 

Around October 2008, the company decided 
to raise rupee loans from domestic banks and 
announce financial closure. The project is being 
executed at an estimated cost of Rs 19,400 crore 
with a debt equity ratio of 75:25. The equity 
contribution from the parent company Re- 
liance Power (of the Anil Ambani group) to the 


Reliance Power has raised funds in a tough market 
e Except IIFCL (UK), no foreign bank is part of the financial closure - 
e A consortium of 13 banks led by SBI arranged funds of Rs 14,550 er 


e Among the largest contributors are SBI (Rs 3,500 cn, EAS S 
IIFCL ($500 million) and Power Finance Corp. ARs 1,770 LU 

e Seven states, including Delhi, to source è we » ho 
project at a fal icine — of Rs. 11am 








BIVASH BANERJEE 


project is Rs 4,850 crore. Along with SBI, 
11 other domestic banks, including India Infra- 
structure Finance Company (UK) agreed to 
provide long-term debt for the power-cum-coal 
mining project in Madhya Pradesh. ITFCL (UK) 
is the only bank that has committed foreign cur- 
rency loan of $500 million. 

Sasan Power will supply power at the lowest 
ever committed tariff of Rs 1.19/KWH to 14 
utilities in seven states — Madhya Pradesh, 
Delhi, Punjab, Haryana, Uttar Pradesh, Ra- 


jasthan and Uttarakhand. Chalasani says Re- 


liance Power has already mandated Standard 
Chartered Bank to lead-arrange foreign cur- 
rency loans of $1.5 billion. 

Apart from Standard Chartered, these would 
mainly come from Chinese and US Exim banks 
in the form of vendor credit. Power equipment 
for the project is coming from China’s Shanghai 
Electric, while the mining and related equip- 
ment is being sourced from a US-based firm. 
Foreign currency loans for infrastructure 
projects are important for facilitating imports 
of equipment. 

Prior to Sasan, the first UMPP to achieve clo- 
sure was the Tatas’ Mundra project in Gujarat 
exactly a year ago. The project was funded by 
ECBs worth $1.8 billion while the rupee compo- 
nent of the loan was Rs 5,550 crore only. 

Interestingly, Reliance’s debt in rupees sig- 
nals that liquidity is improving in the domestic 
market. Especially since it comes within a 
month of another set of banks agreeing to ex- 
tend close to Rs 9,000 crore for three infra- 
structure projects in March. 

Anticipating early closure of parts of the ru- 
pee loans, Reliance Power has negotiated a 
covenant in the loan agreement that exempts 
pre-payment penalty when the company goes 
for foreign currency swaps. According to an ex- 
ecutive from another infrastructure company, 
which is also currently involved in arranging fi- 
nances, domestic banks are beginning to accept 
penalty free pre-payment for infrastructure 
projects in recent times. 

As part of the payment security mechanism, 
banks have been given the standard paymen 
security mechanism that includes letter of 
credit, default escrow facility and third party 
sales. Added to this, banks have also been 
offered corporate guarantee to cover factors 
such as cost escalation. 

Kandula Subramaniam 
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AVIATION 


- A Lurking Crisis 


Three major 
Indian airlines 
are reeling 
under heavy 
debt, besides 
heavy losses 


NOT TAKING OFF: 
Very few people are 
willing to pay the price 
charged by the 
full-service airlines 





THE REAL ESTATE DEBT CRISIS MAY BE THE ONE 
hogging the limelight, but there is an equally 
potent and noteworthy crisis brewing in India’s 
aviation sector. If civil aviation ministry sources 
are to be believed, the debt position of the three 
biggies — Jet Airways, Kingfisher Airlines and 
Air India — is no smaller than that of the real 
estate majors, and would amount to around 
Rs 30,000 crore ($6 billion) for the financial 
year ended March 2009. 

Of this, almost half (Rs 13,000-15,000 crore) 
will be working capital loans and borrowings by 
Air India followed by around Rs 10,000 crore of 
debt by Jet Airways (including current liabili- 
ties) and another Rs 7,800-8,000 crore or so by 
Kingfisher Airlines. “The situation is as grim as 
the real estate sector. And the companies are 
nowhere near the real estate firms in terms of 
market capitalisation. Even after the fall, most of 
the real estate companies will be valued far 
higher than the aviation firms,” points out a top 
civil aviation ministry official. 

The crisis in the aviation sector is not only on 
account of the mounting debts of the airline 
companies, but also because of the large losses 
being incurred by them, which have shown no 
signs of abating. Losses in the sector — led by 
the three large players — are expected to be 
around $2 billion (Rs 10,000 crore) for fiscal 
ended March 2009. Losses in financial year 
2009-10 remain impossible to predict, since 
they are closely linked with global oil prices. 

The crisis is making sectoral experts and ana- 
lysts rethink the full-service model and its 





applicability in India. The 
problem lies with the model 
itself, according to Kapil 
Kaul, CEO of the Centre for 
Asia Pacific Aviation. He ar- 
gues that the “full-service 
model is not relevant beyond 
the six metros in India”. He 
points out that India has 120 
planes today with a two class 
configuration, which may 
not be what the market 
requires. “Beyond the six 
metros and maybe Mumbai- 
Goa and Delhi-Goa, and that 
too at peak times, we don’t 
really see a market for a busi- 
ness class service on many 
routes,” he added. 

Kaul argues that one of the 
problems is the high costs of 
operating in India (which is 
beyond the control of the 
companies). Then there is 
the unrealistic high-end 
services — the meal service, the lounges — of- 
fered by the full-service carriers. “The market 
exists, but fewer and fewer people are willing to 
pay the price charged by the full-service airlines 
to sit in the front of the plane,” Kaul says. On the 
Delhi-Mumbai route for instance, the full-serv- 
ice fare for business is around Rs 45,000 return 
against Rs 8,000 for full fare economy, a sub- 
stantial difference by any standards. 

A slump in premium travel is currently a 
global phenomenon, with International Air 
Transport Association (IATA) reporting a 16.7 
per cent decline in January 2009 followed by an 
even sharper fall of 21 per cent in February. 
Economy travel has also fallen, but not as 
sharply as premium tickets. 

Airline industry sources say this is a 
reflection of not only the difficult times, but also 
a change in attitudes. Many senior executives or 
even CEOs do not mind sitting in the economy 
section for a two-hour flight. “One doesn’t need 
to pay that kind of money for a two-hour haul,” 
says an Official with low-cost airline IndiGo, ar- 
guing that their loads have been strong and a 
number of corporate executives are choosing to 
fly their airline. 

Meanwhile, the Indian public sector banks 
are likely to be roped in to rescue the three large 
carriers from sinking under their debt burdens. 
But unless there is a change in the basic way of 
functioning of the airlines, all rescue efforts 
may just mean putting more and more money 
down the drain. 


SATHEESH NAIR 


Anjuli Bhargava 
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OIL AND GAS 


High Demand, Low Supply 


IGL pays 

a heavy 
penalty as 
Delhi 
overshoots 
its gas quota 


There will be an additional gas requirement of 
0.85 mmscmd per day by March 2010 


Months What IGL (Delhi) | Additional daily 
would get* | gas requirement** 


Apr 2009 
May 2009 = 
Jun 2009 SENE 8! 
jul 2009 2 
Aug 2009 - 





ETESESM 2.26 
“Oct 2009 —25 
“Nov 2009 [ir 
“Dec 2009 E 5 
“Jan 2010 —É27 
Feb 2010 

~ Mar 2010 





IT IS A CURIOUS SITUATION. ON ONE HAND, THE 
government limits supply of gas — piped natu- 
ral gas (PNG), compressed natural gas (CNG) 
— to Indraprastha Gas Limited (IGL), the sole 
supplier of PNG to households and industries, 
and CNG to vehicles in the National Capital Re- 
gion (NCR), which includes besides New Delhi, 
the towns of Noida, Greater Noida, Faridabad, 
Gurgaon and Ghaziabad. On the other hand, it 
pursues a policy that stimulates demand for 
gas, which then exceeds the supply. Since no 
other supplier is permitted in this area, IGL 
ends up drawing more gas — from Gail India, 
another government-promoted company — 
than the stipulated limit, and is saddled with a 
fine by the latter. Now, IGL has gone back to its 
majority owner — the government, who else — 
to redress the situation. 

IGL — a joint venture of Gail India, Bharat 
Petroleum Corporation (BPCL) and the 
Delhi government — was permitted by govern- 
ment policy to draw for Delhi a maximum 2 
mmsemd (million metric standard cubic 
metres per day) of gas from Gail under the ad- 
ministered price mechanism (APM). But an 
increase in demand has forced IGL to draw 0.7 
mmscmd more than the agreed allocation limit, 
inviting overdraw charges of Rs 30 crore from 
Gail. *The levy is seriously eroding our 
margins, says Rajesh Vedvyas, managing 


director of IGL, in a letter to the secretary of 
Ministry of Petroleum and Natural Gas and 
senior officials. 

Demand for CNG, in particular, increased 
after Delhi's public transport fleet, autorick- 
shaws and taxis were asked to convert to 
CNG by the Supreme Court, and a significant 
number of private cars also converted to CNG 
after petrol and diesel prices were raised 
last year. 

In recent times, two other factors have con- 
tributed. One, lack of CNG stations in the other 
NCR towns — of 170 CNG stations in the area, 
164 are in Delhi. So, cars from neighbouring 
towns have very little option but to refuel in 
Delhi. Besides, CNG in Delhi is cheaper than in 
neighbouring states (because of additional state 
taxes) by more than Rs 3 per kg, which is an ad- 
ditional incentive for cars passing through the 
capital to fill up there. 

Moreover, as per a Supreme Court order, IGL 
also has to supply 0.25 mmscmd of natural 
gas to Adani Energy in Faridabad and Haryana 
City Gas Distribution. So, that also eats 
into IGL's already meagre quota of gas for 
consumers. 

IGL has now requested the government to 
merge its APM allocation for Delhi with NCR's 
(2.0+0.7) with effect from 1 July 2009, which 
the petroleum ministry is considering. But it 
will probably have to pay up the fine neverthe- 
less. “It relates to violation of an agreement, and 
sanctity of an agreement has to take precedence 
over everything,” says a senior ministry official. 
Agrees Kumar Manish, CNG specialist and as- 
sociate director at consulting firm KPMG: “To- 
morrow fertiliser sector or power plants could 
overdraw and seek revocation.” 

The solution, too, lies with the government. 
Having failed to convince other states to set up 
more CNG stations, IGL's only hope is if the 
government gives greater priority to it in allo- 
cation of gas (currently, it is fourth in the prior- 
ity list after fertiliser sector, liquefied natural 
gas and existing power plants). But with elec- 
tion season on, that might take a while. And 


what if gas demand goes up in the meanwhile? 


Well, either IGL overdraws more to supply gas 
to all who need it and pays a bigger fine in the 
bargain, or a shortage results and the long 
queues at CNG filling stations make an uncom- 
fortable return. 

M. Rajendran 
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TELECAST RIGHTS 


. Premium For 
Premier League 


Sony may have 
paid only half 
the premium 
claimed by 

IPL in the re- 
negotiated deal 


HEAVY PRICE? 

Media reports suggest 
the 25 March telecast 
rights deal was double 
the size of the January 
2008 deal 





THERE IS AN ABIDING MYSTERY ON WHAT IS THE 
real value of the telecast rights for Indian Pre- 
mier League (IPL). The much-sought-after 
broadcast rights for Board of Control for 
Cricket in India's (BCCI) popular Twenty20 
cricket tournament was recently renegotiated 
after a controversial court battle. This was trig- 
gered by IPL cancelling last year's telecast 
rights contracts with WSG Singapore and 
broadcaster Sony Max. In an official statement 
issued on 25 March, IPL said the freshly drawn 
deal with Multi Screen Media (or Sony) for *the 
exclusive audio-visual rights to all 59 matches... 
is now worth Rs 8,200 crore and is valid for the 
next nine years through to 2017” 

However, information garnered from senior 
officials from Multi Screen Media (MSM) indi- 
cates that MSM would be paying Rs 4,800 crore 
or nearly $960 million for the telecast rights 
and will provide an additional Rs 270 crore as 
promotion and publicity for IPL in the form of 
free air time. Interestingly, the agreement pro- 
vides for a 'facilitation fee' — not revealed nor 
reported earlier — of Rs 425 crore for World 
sports Group Mauritius to be paid by MSM. 
These add up to Rs 5,495 crore. 


Much of the media coverage of the 25 March 
deal suggested that it was double the telecast 
fees ofthe January 2008 deal. Last year's IPL 
contract was officially announced as a $1.026- 
billion deal. The telecast rights were sold to 
WSG Singapore for 10 years for $918 million, 
with an additional $108 million worth of IPL 
match promotion tagged to it. WSG, in turn, 
had contracted the broadcast rights for five 
years to MSM for South Asia for $750 million 
with a $25 million charge if MSM opted to ex- 
tend it for another five years. WSG, however, 
held the rights to other territories. 

So what is the premium IPL has earned by 
renegotiating the telecast rights? A senior Sony 
source says, "Effectively we are paying a premium 
ofabout $200 million — up from $750 million to 
$960 million? Rohit Gupta, president, network 
sales and licensing, MSM, did not comment on 
the financials of the telecast rights, but con- 
firmed that there had been an out-of-court set- 
tlement between the warring parties. 

IPL Commissioner Lalit Modi reiterated that 
the telecast rights were indeed worth Rs 8,200 
crore, but declined to provide any break-up. An 
official IPL spokesperson in Mumbai simultane- 
ously claimed that the premium over the 2008 
contract was "in the range of Rs 2,600 crore". 
This again does not add up. Last year's official 
figure of $1.026 billion is equivalent to Rs 4,617 
crore (at an exchange rate of Rs 45 to the dollar) 
and the new IPL figure is Rs 8,200 crore. 

Last month, on 14 March, IPL had abruptly 
terminated its agreement with MSM on various 
grounds including poor-quality broadcasting. 
The move was seen as an attempt by IPL to 
squeeze out higher revenue. MSM had initially 
won an interim stay from the Bombay High 
Court against the termination. However, the 
court later withdrew the stay noting that by the 
time MSM had approached the court, the tele- 
cast rights had already been ascribed to a new 
entity, WSG Mauritius. Since MSM had not 
made WSG Mauritius a party to its suit, it was 
advised to redraw its petition to include WSG 
Mauritius. However, MSM preferred to negoti- 
ate an out-of-court settlement by paying a 
higher premium. 

On hindsight, some Sony officials now say 
they should not have blinked since the two oth- 
ers in the running — NDTV supported by the 
fund Providence and ESPN Star Sports — were 
offering less than MSM’°s original 2008 agree- 
ment. This is disputed by the IPL camp. *NDTV 
was not a serious contender, but ESPN chief 
Manu Sawhney was on Lalit Modi's heels to give 
him the rights for better terms than Sony; said 
an IPL spokesperson in Mumbai. 

Gurbir Singh 
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OUTSOURCING 


Hitting An Uphill Stretch 





Falling 
outsourcing 
contracts force 
big IT firms 

to post weak 
outlook 


BUSINESS EROSION: 
Wipro says a majority of 
its financial services 
clients are reducing 
their technology spends 
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THE MOOD AMONGST THE TOP MANAGEMENT IN 
Tata Consultancy Services (TCS), India’s largest 
software exporter, is glum. There is a drop in the 
volume of outsourcing work, dip in rupee pric- 
ing of contracts, lower operating margins (In- 
dian GAAP) and a severe concern over how 
many deals would come their way in fiscal 2010. 
Riding with TCS in the same boat are India’s 
three other largest IT companies — Infosys, 
Wipro and HCL Technologies. 

Infosys, which repeatedly beats its own guid- 
ance, came out with a bleak outlook for the first 
time in six years saying that in fiscal 2010 it ex- 
pects to grow at just 1.7-5.7 per cent (in rupee 
terms), a huge drop from the 30 per cent aver- 
age growth recorded in the previous five years. 
TCS does not give out guidance for the year 
ahead, but said the outlook is gloomy. 

“The muted growth of all Indian IT compa- 
nies has to do with the dip in pricing and low 
volume of outsourcing work,” says Deepak Pur- 
swani, research analyst (IT) of brokerage firm 
Sharekhan. Take the case of TCS. The revenues 
declined by a sharp 8.2 per cent (rupee terms) 
compared to the previous quarter due to a vol- 
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ume decline of 2.65 per cent and a 1.97 per cent 
dip in pricing of outsourcing contracts. 

Infosys CFO V. Balakrishnan says that the dip 
in pricing will continue in fiscal 2010. He points 
out that Infosys is expecting this dip in pricing 
to the tune of 6.5 per cent in rupee terms. 
Agrees N. Chandrasekaran, COO of TCS: 
“Clients continue to ask for further reduction in 
prices of outsourcing contracts. The fear of 
losing the clients is forcing IT firms to agree. 
According to Wipro, prices declined about 1.6 
per cent in the fourth quarter. 

The drop in outsourcing volumes has a direct 
impact on utilisation of software professionals 
who need to be ‘benched’. Utilisation rates at all 
the big four IT companies have reduced on an 
average by 2 per cent compared to the previous 
quarter. Companies are countering this with 
deferred pay hikes and in some cases resorting 
to layoffs in a bid to keep costs down. "We ex- 
pect employee utilisation to remain at the cur- 
rent level or decline further in FY2010;' says 
Hardik Shah, IT analyst with Asit C. Mehta. 

In an internal survey, Infosys found that its 
top 135 clients that account for 83 per cent of its 
total revenue are planning to cut their offshore 
IT spend this year. Similarly, Wipro says that a 
majority of its financial services clients are re- 
ducing 5 per cent oftheir technology spends. An 
official from TCS requesting anonymity said 
that of contracts worth $4 billion that are out- 
sourced to Indian companies on an average 
every year, $300 million worth of contracts 
could be lost in contract negotiations. 

On a positive note, a common theme gaining 
ground is operational efficiency and cost opti- 
misation, say analysts. According to Dipen 
Shah, IT analyst and vice-president, PCG Re- 
search, Kotak Securities, Wipro’s margins have 
grown on better utilisation and higher offshore 
work. Wipro Chairman Azim Premji also be- 
lieves that there would be a recovery in the last 
quarter of this year. 

However, despite this optimism, the glory 
days of 30 per cent CAGR (compounded annual 
growth rate) for the sector seem far away. Even 


the industry body Nasscom in its recent report 


said exports of $60 billion by 2010 will be 
achieved by 2011—one year late. And the mar- 
ket, which had factored in the slowdown by 
crashing stock prices, clearly believes that it is 
an uphill task ahead for the software majors. 
Venkatesh Ganesh 
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BANKING 





~ Policy Prop For 
Sentiments 


The rate cuts 
by RBI do not 
mean that 
banks will 
start lending 
more 


The non-food credit by banks and their credit-deposit ratio declined 
in financial year 2008-09 compared to the previous fiscal 


Non-food credit 


*Loans given out as a percentage of deposits 


IF YOU CANNOT CYCLE, RECYCLE. AT LEAST IT 
gives a sense of momentum. And that is exactly 
what the Reserve Bank of India (RBI) sought to 
do on Tuesday when it cut both the reverse repo 
rate and repo rate by 25 basis points (bps) each 
to 3.25 per cent and 4.75 per cent, respectively. 
But will banks cut their lending rates? And 
more importantly, will they be inclined to 
expand lending in a big way at lower rates? 
Unlikely. 

Systemic liquidity does not mean that banks 
will lend. It does not quite work that way. "The 
RBI has ensured that liquidity is not an issue,” 
says Roopa Kudva, managing director and chief 
executive officer of Crisil. Risk perceptions have 
changed. In the financial year 2008-09, Crisil 
downgraded 84 firms, upgraded just two. 

Take commercial credit — it grew by 17.5 per 
cent on a year-on-year basis at March end 
2009, down from the 29.4 per cent in October 
2008. It needs to be qualified here that credit 
growth was high in the first six months of fiscal 
2008-09 as there was just one watering hole — 
banks — as external sources of credit dried up. 
Then, oil marketing companies mopped up 
Rs 36,208 crore during this period compared to 
a decline of Rs 1,146 crore in the corresponding 
period of the previous fiscal. 

The RBI is using every form of moral suasion 


COMING UNDER STRAIN 
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Incremental credit- 
deposit ratio* 


to get banks to drop lending rates. During the 
second half of 2008-09, RBI cut the repo rate 
by 400 bps, while banks have lowered their 
lending rates in the range of 50-150 bps — it 
now ranges between 11.50 and 15.75 per cent. 
The central bank painfully points out that cur- 
rent deposit and lending rates are higher than 
in 2004-07 when policy rates were lower. 

Few bankers are ready to go on record and 
state that they will lend in a markedly different 
manner. Chanda Kochhar, CEO-designate at 
ICICI Bank, says that rate cuts “signal the con- 
tinuation of a supportive interest rate regime in 
the economy”. 

Rana Kapoor, managing director and CEO at 
Yes Bank, feels that the near-term challenge lies 
on the demand side — private sector credit 
demand is still subdued. “Sentiment needs to 
improve and translate into higher credit de- 
mand before any meaningful turnaround can 
be visible,” he says. 

Robert Prior-Wandersforde, senior Asian 
economist at HSBC, is blunt: “The rate cut is a 
compromise move. Maybe RBI was reluctant to 
do more given that the general election is now 
underway. But the fact that it did anything at 
all indicates that the growth outlook remains of 
greater concern than inflation.” He adds that 
the recent improvement in motor vehicles sales 
has more to do with the public sector pay rises 
than interest rates and could well prove to 
be temporary. 

Performance of banks in 2008-09 will be a 
key pointer to their risk appetite. Macquarie 
Research in a recent report on the banking sec- 
tor says the dramatic slowdown in the economy 
from October-November 2008 has increased 
stressed assets. “We think the softest spots are 
export-oriented businesses, commodity manu- 
facturers, infrastructure operators 

and property. The key drivers for 
defaults are likely to be excess 
leverage, acute demand destruc- 
tion and incomplete projects,” the 
report says. The RBI, for its part, 
has allowed banks to postpone 
recognition of losses on any loans 
that have gone into restructuring 
before March end 2009. Bottom 
line: expect more bad news. 

Some banks have already re- 
sponded to the RBI's call: ICICI 
Bank has dropped its lending rates 
by half a percentage point. Others 
are more circumspect about 
making a similar announcement. 
Chances are that most public sector 
banks may not have any choice. 


Source: RBI Raghu Mohan 
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INTERVIEW 


‘Patent Pool Will 
Help Collaborate’ 


- Sherry M. Knowles, Chief IP Counsel, GSK 





GOOD RESPONSE: 
GSK says its patent 
pool has generated 
much interest from 
‘a number of quarters’. 


EARLIER THIS YEAR, UK DRUG MAKER GLAXO- 
SmithKline (GSK) offered to contribute a 
number of patents — pending and awarded — 
on neglected disease research to a pool that 
can be accessed by researchers outside GSK 
to build on, and come up with potential cures. 
Sherry M. Knowles, senior vice-president 
and chief intellectual property counsel at 
GSK, in an email interview with BW’s Gauri 
Kamath, answered questions on the pool’s 
objective and the progress made. Excerpts: 


Q: What is the interest level now that a 
= patent pool has been established? What 
proportion of the interest is from the 
developing countries and least developed 
countries (LDCs)? 

„ GSK's announcement and the posting of 

= patents and patent applications on 
gsk.com have attracted a lot of interest. GSK 
hopes the pool will engender a collaborative 
approach within industry, and between 
industry and third parties (including academic 
researchers and, potentially, funding agencies) 
to deliver benefits to patients in LDCs. We are 
not yet in a position to disclose details on who 
has shown interest in participating in the pool. 


, How is the patent pool going to work in 

= practice? 

„ GSK is placing over 500 granted patents 

a and over 300 pending applications, 
relating to approximately 80 patent families 
into the pool. In addition, under our offer, 
third parties may also request licences to 
technologies in other GSK small molecule 
(chemical drug) patent filings that would be 
useful in connection with a defined neglected 
tropical disease (NTD) R&D plan where GSK 
is not already developing the technology for 
that indication. We will also provide access to 
GSK know-how to help solve problems that 
arise in connection with a third party-defined 
R&D plan to use small molecule therapeutics 
to treat (these diseases) in LDCs. 


„ Gould you provide an idea of the types 

u of patents that are part of the pool? And 
how GSK has chosen them? 

„ The pool is aimed at bridging the gap in 

a the severe lack of R&D and access to 
medicines for the treatment of the 16 NTDs 
identified by the US Food and Drug Admini- 
stration for its own NTD initiative. These 
include diseases such as tuberculosis, malaria, 
cholera and leprosy. The collaboration has 
been formed to specifically address unmet 
patient needs as current treatments for these 
diseases have significant drawbacks, such as 
difficulty of administration, severe side effects, 
length of treatment, cost and emerging 
parasitic resistance. 


= the pool? 

„ We have no plans to change the 

= therapeutic scope of the pool. However, 
we will keep our own contributions under 
review and will ensure that any future GSK 
patent filings on small molecule pharma- 
ceuticals of direct relevance to the targeted 
NTDs are pooled as appropriate. 


Q „ Does GSK plan to keep adding to 


Q „ Does GSK expect other large pharma- 
u ceutical and biotech companies to join 
the patent pool? If so, will there be a common 
mechanism that the industry will need to set 
up to administer such patents? 
A In terms of formal approaches, it is still 
s early days. Over time, we hope that the 
way we have structured the pool will serve to *7 
foster an atmosphere of cooperation and 
encourage others to join. GSK is still working 
on the details of any arrangements. 


For the complete text of the interview, 
log on to www.businessworld.in 
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Capitalism 
Divides 


by nayan chanda 


WHEN THE BERLIN WALL CAME DOWN ON A COLD 
crisp morning in November 1989, one of the 
longest running political and philosophical 
struggles was seen to have ended. With the 
Soviet Union in ruins and the Communist 
Party-ruled China embracing capitalism, the 
ideological battle was finally seen as settled. 
Now, with demonstrators in London and 
elsewhere pronouncing capitalism dead and 
western governments plotting ways of resus- 
citating it, there is a new question mark over 
the future of free market. 

Economists have advanced two narratives 





Bound Together 





balance finally became too great to bear. 

By both theories, it would seem that capi- 
talism is safe; it merely needs to be tamed. 
While these analyses do identify real prob- 
lems and plausible solutions, they gloss over 
the fundamental challenge of sustaining 
capitalism: how to keep profit growing with- 
out limiting the very tools of this growth. The 
challenge has been to expand the market by 
increasing the purchasing power of the con- 
sumers and, at the same time, maximise 
profits. The dilemma has become obvious in 
the last three decades when global business 
profits have surged creating hundreds of 
millionaires all over the world. Real wages, 
however, in almost every country have stag- 
nated, with low-cost manufacturers such as 
China helping to depress wages in the devel- 
oped world as well. The result has been a 
growing income gap. In the US, the top 1 per 
cent of the population doubled its share of 
the total national income from around 8 per 
cent in the mid-1970s to almost 16 per cent 


to = Pe mes but pepr — ae For the mar- in the early 2000s. In China, the income gap 
viability of capitalism itself, rather they fin as measured by Gini coefficient) doubled 
faults 4 its cimi One Mudo that ket to grow, ian 1980 and 2005, with 1 e» cent of 
the marriage of unalloyed greed to systematic capitalists the population cornering 9 per cent of the 
deregulation has produced a hyper-leveraged cannot just national wealth. 


bubble of complex financial derivatives that 
has finally burst. Culprits in this drama are 
mortgage-backed securities, collateralised 
debt obligations and excesses ofthe subprime 
mortgage. To that we can add a massive US 


maximise 
their profits, 
they need to 


A consequence of this growing income in- 
equality in the US has been the rising indebt- 
edness of Americans on the one hand, while 
on the other, the rich have sought to grow 
their wealth by investing in financial deriva- 


budget and trade deficit fuelled by reckless hl k tives. On the other end of the trading world, 
; enaDie work- i-o E ic 

government spending and burgeoning globalisation has brought millions of Chinese 

household debt. Lax regulations among other ers to buy out of poverty but Chinese workers, lacking a 


things have been responsible for fuelling the 
crisis. The solution, according to this analysis 
is: toughen regulation and enforcement, and rein in the free- 
spending ways of the US government and its consumers. 
The other analysis lays the blame at the door of mercan- 
tilist trading by the export-driven economies of East Asia. 
While Americans have been on a spending binge, Asians and 
other commodity producers have been single-minded in 
their drive to sell to the US. In a normal situation, as their 
dollar earning grew, their currencies would have appreci- 
ated, eventually making their exports more expensive. In- 
stead, these analysts maintain, Asian countries, China in 
"particular, have kept their exchange rates low by manipula- 
tion. Instead of investing in their own economies, they have 
lent billions of dollars of surplus back to the US Treasury. 
This trick has kept their domestic currencies artificially low 
and their profits high. This ploy has further encouraged 
credit-fuelled spending in the US. The breaking point came, 
the theory goes, when the weight of the growing global im- 


social safety net, have put their money in sav- 
ing rather than splurge on the products of 
their labour. Chinas capitalists have increased production ca- 
pacities at home and have tried to expand their markets 
abroad. Low wages and minimal benefits to workers have 
kept China's export machine lean, but vulnerable to shrink- 
ing foreign markets. Today's capitalists would do well to draw 
lessons from the visionary Henry Ford — creator of one ofthe 
top automobiles. In 1914, after having launched the first con- 
sumer car Model T, Ford scandalised Wall Street by offering 
his workers a substantial wage hike. Ford's reasoning was 
straightforward: “One's employees ought to be one's own best 
customers." For the market to grow, capitalists cannot simply 
maximise their profits, they need to enable the workers to 
buy. To sustain capitalism one needs enlightened capitalists. 
The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw(a) gmail.com 
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The Oracle- 
Sun deal 
will cause 
major 
realignment 
in industry 


POWER DEAL: 
Oracle CEO Larry 
Ellison (left) and 

Sun Chairman 
Scott McNealy 


IT WAS AS SHORT A TELECONFERENCE AS 
we could imagine. Top executives of 
Oracle and Sun spoke for a few min- 
utes. Oracle CEO Larry Ellison spoke 
in glowing terms about Sun’s technol- 
ogy, and specifically about Java and 
Solaris. Then he added a few sen- 
tences in passing: “Oracle and Sun can 
together deliver all the pieces of a 
technology stack from storage, com- 
puting, databases, middleware...” 
Sun’s Chairman Scott McNealy had 
similar things to add. The two compa- 
nies can together provide everything a 
corporation needs, he said, “from 
business applications to all four cor- 
ners of the data centre”. The executives 
did not take questions. Neither Oracle 
nor Sun answered questions from the 
media in the days after the event. 

The value of the deal for Oracle was 
as clear as daylight. “They got a good deal on 
paper,” says Edward Zander, who was earlier 
president of Sun and, till last year, CEO of Mo- 
torola. “We have to see how they make it work.” 

Owning Java and Solaris could enhance 
Oracle’s business considerably. Moreover, as 
McNealy and Ellison made clear at the confer- 
ence, Oracle could now provide a complete set 
of offerings to its customers. Only IBM could do 
that so far and, to a lesser extent, Hewlett- 
Packard (HP) as well. The deal suddenly pro- 
pelled Oracle to the league of these two compa- 
nies. “It is a major event for a hardware 
company to merge with a software company, 
says George Weiss, vice-president and distin- 
guished analyst at Gartner. “It will cause signif- 
icant realignment in the industry.’ 

The realignment could come through several 
events. One would be through the reaction of 
companies such as IBM and SAP (see ‘What 
Happens To Java?’), Oracle's traditional busi- 
ness rivals. The second impact would be the re- 
action of its partners. For example, how will 
long-term partner HP view the event? The 
third — and the most significant and long- 
lasting — impact of the acquisition would be to 


Wig information technology 


IT's Vertigo 
Moment 


by P. Hari in San Francisco 





propel other companies to join this special 
league of biggies. The ambitious Cisco would 
definitely want to do that. So would probably 
Dell, which may find itself suddenly left behind 
as a pure hardware player in an increasingly 
converged environment. "We may certainly see 
some defensive acquisitions soon,” adds Weiss. 
To make complete sense of the deal, one has 
to stop seeing it as an isolated event. You could 
look back at least a year ago, when HP an- 
nounced the acquisition of services firm EDS. 
Many industry veterans look back even further, 
to early this century when consolidation began 
in the IT industry. *We are probably in the mid- 
dle of the consolidation phase,” says Zander. In 
the past seven years, many hardware IT firms 
have disappeared. There is none in Europe. 
Only a few are left in Asia. This trend will con- 
tinue as the industry matures, and it becomes 
harder to achieve topline growth. 
Apart from industry maturity, there are other 
trends that drive consolidation. One is the rap- 
idly growing business of data centres. The other 
is the imminent entry of cloud computing 
around these data centres. The two are slightly 
different businesses, and both have a touch of 


4 MAY 2009 26 BUSINESSWORLD 


PHOTOGRAPHS: BLOOMBERG 





the unknown around them. No one clearly 
knows the ingredients of success in these areas. 
Many companies think that one of the best ways 
to deal with it is to have an offering as broad as 
possible, and then offer an integrated solution 
to the customer. 

The data centre business this year would be 
worth $85 billion. This would consist of many 
parts: networking, computing, storage, middle- 
ware, business applications and services. The 
data centre is also spurring exciting new tech- 
nologies such as virtualisation, which is driving 
the costs down. With so much technological 
and business complexity around the data cen- 
tre, companies are keen to deal with as few ven- 
dors as possible. On the other hand, no large 
vendor wants to leave out a data centre business 
from its domain. Large companies in each of 
these areas have thus started enhancing their 
portfolio with acquisitions. Some chose to start 
new business divisions on their own. 

The most striking case in this regard is Cisco 
This networking company decided to play a 
larger role in the data centre business. It built 
blade servers from scratch and launched a new 
business. Last month, it launched a new archi- 


tecture it called the Unified Comput- 
ing System. Cisco says that it combines 
networking, computing, storage and 
virtualisation, and makes it easier to 
manage. As a networking company, 
Cisco could address only 7 per cent 
($6.1 billion) of the data centre mar- 
ket. The new business added another 
$20 billion to its playing field. Cisco 
also believes that it has integrated key 
technologies of the data centre. Says 
Jackie Ross, vice-president of market- 
ing for server access and virtualisation 
at Cisco: “By integrating servers, net- 
working, storage access and virtualisa- 
tion, you reduce the cost by one half.” 

This theme of integration is what 
HP also sells, but couched in a slightly 
different language. HP focuses its 
strategy on the static nature of the 
data centre, which became so prima- 
rily due to piecemeal deployments of 
its elements over long periods of time. 
“What businesses need is an infra- 
structure that changes with the busi- 
ness, says Gary Thome, director of 
strategy and architecture, infrastruc- 
ture software and blades at HP. On 20 
April, the day Oracle acquired Sun, 
HP launched what it calls the 
BladeSystem Matrix, which it de- 
scribes as the industry's first con- 
verged software, server, storage and 
networking platform that automates data cen- 
tre service delivery. “It is all about convergence,” 
says Jean Bozman, research vice-president at 
IDC. “By integrating the elements, it becomes 
easier to manage as a system.” 


ONE GIANT LEAP 


Oracle’s acquisition of Sun Microsystems for more than $7 billion 
propels the company into the market for servers and storage computers, 
pitting it against IBM and Hewlett-Packard 
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FUTURE DEALS | 2 L 
Cash-rich companies such as Cisco Oracle now joins IBM and HP in 
have enough cash to buy small firms iip s CISCO ch DELL T. 
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All these years, IBM has been flaunting its 
breadth and experience as a one-stop shop for 
IT. Now as others try to catch up, IBM contin- 
ues to expand its offerings with new releases 
and acquisitions. For example, it acquired 
ILOG in January to strengthen its middleware 
portfolio. Of course, the other big players are 
also acquiring companies around the theme of 
integration and end-to-end offerings. Two 
weeks ago, Cisco bought Tidal Software, a com- 
pany that automates routine tasks across 
servers. HP acquired another data storage com- 
pany LeftHand Networks, after buying EDS. 
These acquisitions seem small when compared 





Java. What will happen to them now? 


Java is an open source software — you could modify and tweak it, 


but only Sun has the right to call it Java. IBM, which had been heavily 
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using the software for its products, has been complaining frequently 
that Sun is not flexible enough on Java. Now that Oracle owns it, IBM 
is under pressure to look for alternatives, at least as a back-up plan. 

However, analysts say that this event may not happen. It is not in 
Oracle’s interest to divide the world on Java, which has been under 
pressure for a while from the so-called dynamic languages and meta- 
data languages such as 4GL. Oracle may want to see the continued 
domination of Java. "We will know in a few months what course Oracle 
will take,” says Yefim Natis, vice-president of Gartner. 

Red Hat and SAP would also be keenly watching Oracle’s steps. 
SAP's NetWeaver and Red Hat's middleware application JBoss are 
both Java-based. Others with strategic investments in Java are NEC 
and Hitachi. Most of these companies have an influence on the evolu- 
tion of Java. Oracle thus stands to lose if these companies go away. 

Another product to watch is MySQL. This is a database like Oracle's 
own, but is open source and plays at the lower end of the market. 
"There is a lot of variety in customers, and it is good to have a different 
product," says Jean Bosman, research vice-president at IDC. It 
remains to be seen what Oracle does with it. 


information technology 


RELATIVE STRENGTHS = 
Yoviting a complete set of offerings to customers 
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| storage, 


to the acquisition of Sun, but they are all part of 
the same story: to provide efficiencies and eco- 
nomics in technology, particularly around the 
data centre and cloud computing. 

The cloud computing market could be bigger 
than that of data centres. Last year, Merrill 
Lynch had forecast that the cloud computing 
market will be worth $160 billion by 2011. 
However, this figure seems an exaggeration as 
cloud computing has not taken off as fast as 
expected. IDC recently put cloud-based services 
at $42 billion by 2012. 

The activity around data centres and cloud 
computing is far from complete. IBM still has 
the broadest set of offerings, and all other com- 
panies are still trying to expand their portfolio 
and, thus, looking for acquisitions. Data centre 
and cloud computing, however, are also breed- 
ing grounds for new technologies and start-ups. 
“There is an ecosystem forming around cloud 
computing that is taking advantage of the new 
technologies,” says Dennis Quan, director of au- 
tonomic computing at IBM. This ecosystem has 
created a set of start-ups ready for acquisition. 
Valuations are at their lowest now, and there is 


also a set of cash-rich companies eagerly scout- *$ 


ing for them. 

Cisco has $34 billion cash reserves and is cer- 
tain to acquire some smaller companies soon. 
Companies such as HP, Microsoft and Dell all 
have good cash reserves. On the other hand, 
Dell and EMC — with lower valuations — could 
see themselves as possible candidates for acqui- 
sition. Rumours have been circulating in Sili- 
con Valley for a while about Cisco’s acquisition 
of storage company EMC. The stock price of 
EMC has gone up periodically over the past one 
year due to these rumours of acquisitions. So 
have the stock prices of companies such as Red 


Hat, NetApp Inc. and BMC Software. Six years Ea 


ago, in 2003, there was a rumour of Oracle ac- 
quiring Sun. It died down and resurfaced in 
2005. Even rumours without any basis turn out 
to be true sometimes. 


hari@bworldmail.com 
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- [he Future of Business: 
Going the Green Way 


Naresh Wadhwa, President and Country 
Manager, Cisco - India & SAARC 





TECHNOLOGY HAS THE POWER TO TRANSFORM 


how the world approaches its environmental | 


and energy issues. The Internet and networking 
technology is at the heart of a global technological 
ecosystem where people and businesses live, 


work, play and learn in a more environmentally | 


responsible way. The fact is, today, a "Green 


IT" strategy is a must for corporations globally. | 
However, to embark on this journey, corporations | 
might have to consider questions like - do green | 
practices always have to be about sacrifice, or | 
can they actually contribute to a corporations’ | 


profitability? Are there significant revenue 
opportunities or cost savings that can be realized 
by “going green”? 

The answers often depend on the different 
types of approaches that one is willing to consider. 


Corporations that go down a green path should | 
understand that the long-term transition to a | 


sustainable green corporation will be challenging. 


Nonetheless here are a few guidelines to keep a | 


corporation on the path to success: 


Consider the carbon footprint of | 
the entire company - There is potential to | 
reduce power consumption in every corner of the | 


business. Create an energy management team 


to define and measure the carbon footprint, if | 


you haven't already done so. 


Make recommendations on where | 
technology can enable savings - | 
By facilitating internal discussions and | 
consultations with technology partners, the | 
energy management team can advise business | 
leaders and department heads on reducing | 


carbon emissions across all areas of operation. 


Review IT and networking road- : 


maps — Build energy savings into future plans, 


and anticipate changing external demands as | 
technology becomes a key enabler of emissions | 


reductions. 


Conduct a strategic IT energy | 


audit — Using an objective methodology, work 


toward a full assessment of present IT energy | 


consumption. 
Allocate and manage an energy 


budget — As energy consumption and carbon | 


output come to be managed like other budgets, 


move toward an allocation system supported by | 


regular energy audits. 


Encourage employee collaboration 
through Web. 2.0 technologies - Invite 
employees to contribute ideas and take 
responsibility for specific actions. 

Weigh gains and losses — Analyze how 
to reduce the overall carbon footprint by investing 
in technology—for example, explore whether 
deploying equipment for working from home 
emits less carbon than commuting to work. 

Support energy-efficient practices — 
Encourage employees to turn off lights and 
power down desktops when not in use. Low- 
tech solutions can augment new software 
applications that monitor and control energy 
usage automatically. 

Challenge vendors to work 
together — Support a collaborative approach 
to green IT by asking or requiring vendors to 
work together to design and implement green 
solutions. 

There are also new innovations in Green IT 
such as EnergyWise. What this new technology 
essentially does is use the network intelligently 
to reduce energy consumption across an entire 
corporate infrastructure. It also uses technology 
to harness the power of the network to identify, 
manage, and reduce energy consumption and 
lower energy costs. In addition to these options, 
corporations that use collaborative technologies 
like TelePresence can reduce the need for 
business travel, thus reducing carbon emission. 

Other technologies like global positioning 
systems, radio frequency identification, Web 
services, unified communications, next-generation 
broadband, wireless, and smart urban 
infrastructures, have also made it possible for 
complex systems to be managed—and self- 
managed—in innovative ways. 

We are all on this journey of "Green 
IT" together, and we need to exercise and 
demonstrate best practices in running our 
business operations; on the other hand we must 
also be able to transfer this to our customers, 
suppliers and partners. Going green is about 
transforming the business ecosystem for the 
future, creating a new mindset, and using 
technology to its fullest extent. If we achieve 
this, we can change the way people work, live, 
play, and learn. 


Boom and bust are part 
of the business cycle. 
| > But it is the leader who 
af can make all the 
pu. difference — between 
success and failure 
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Difficult Times, 
Difficult Decisions 
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AST year around this time, the 

only things corporate leaders in 

India and abroad had to worry about 

had to do with rapid growth or with 

the growth opportunities. In some 
cases, figuring out how to meet the ever-rising 
demand for their products or services was the 
big issue. In others, what to do with the extra 
cash sloshing around in the balance sheet was 
the problem. 

It was the same across sectors as the good 
times continued unabated. Metal and mineral 
companies were trying to figure out how to 
move the stuff out of the ground fast enough to 
meet the insatiable appetites of their cus- 
tomers. Software services companies were 
trying their level best to hire tens of thousands 
of people and train them up to meet the ever in- 
creasing business coming their way. Hotels 
had to turn away guests because they were over- 
booked. Real estate companies couldn't put 
up houses fast enough to satisfy buyers. 
Chief financial officers (CFOs) were inundated 
with bankers trying to lend them money. HR 
managers spent all their days and nights worry- 
ing about how to increase salaries and offer 
more goodies to attract new talent. Retailers 
were trying to set up shops as quickly as possi- 
ble to meet the demands of the middle-class 
consumers. It was boom time in the mergers 
and acquisitions space too. It was boom time in 
almost every sector. 

And then came September 2008. The 
Lehman Brothers bankruptcy suddenly turned 
the world of finance and business upside down. 
Liquidity dried up completely. The crisis that 
started in the US quickly spread to all parts of 
the world. Demand in everything from apparel 
to metals and minerals plunged across the 
globe. Dozens of banks, even the biggest of 
them, looked to go bankrupt. Borrowers started 
defaulting on loans. Customers stopped buying. 
And if they bought anything, they demanded 
price cuts to do so. Suddenly, instead of hiring 
more people, HR managers had to figure out 
how to shed people with minimum pain. And fi- 
nance managers suddenly had to worry about 
dwindling cash flows and high cost of funds — 
something that had not been a problem for 
many, many years. 

In other words, the rules ofthe game changed 
completely. And so did the issues that corporate 
leaders needed to address. 

In current leadership research, a lot of store is 
set by the contingency or situational leadership 
models. While this is not one single theory but 
different variations of the same theme, the es- 
sential premise of this leadership model is that 
the situation defines the leadership that is 
required. A leader is successful only if he or she 


can change behaviour and style in accordance 
with the needs of the situation. Quite often, a 
leader who is superbly successful in one situa- 
tion completely fails when the situation under- 
goes a radical change. 

Even the people who do not agree with this 
model of leadership agree on one point. Crises 
require a very different sort of leadership than 
normal times. And the current economic crisis 
is testing the leadership skills to the maximum. 
Sure, in pure macro-economic terms, India has 
not been affected as badly as the rest of the 
world. Sure, the political leaders are still talking 
of 6 per cent plus growth rates — which is way 
above the Hindu rate of growth the country 
experienced for decades. But in corporate India, 
the real pain is being felt. The fact is that practi- 
cally every big business in the country is 
intricately linked with the global economy ei- 
ther through customers, partners, bankers or 
suppliers. And when the global economy 
melted, Indian businesses too felt the heat of 
the meltdown. 

It is not as if corporate leaders in India and 
around the world have not faced any crisis be- 
fore this one. Indeed, there have been several 
recessions in the past. There have been busts 
that have followed booms in the past too. What 
is different this time is the scale and magnitude 
ofthe problem. This is testing leadership skills 
to the maximum. 

BW decided to talk to 10 corporate leaders 
on how they are managing specific problems 
being faced by their companies because of 
the current crisis. We talked to Kumar Man- 
galam Birla, chairman of Aditya Birla Group, 
on how he is riding the commodity downturn. 
We asked Kishore Biyani, founder and CEO of 
Future Group, about retaining customers in the 
retail sector in a slowdown. We discussed the is- 
sue of managing expectations in a downturn 
with S. 'Kris' Gopalakrishnan, managing direc- 
tor and CEO of Infosys Technologies. We talked 
about managing acquisition with Vineet Nayar, 
CEO of HCL Technologies, and about manag- 
ing a transition with Chanda Kochhar, manag- 
ing director and CEO-designate of ICICI Bank. 
Adi Godrej, chairman of Godrej Industries, 
shared his insights on corporate governance, 
while Pramod Bhasin, president and CEO of 
Genpact, discussed people management. And 
we had conversations with D. Shivakumar, 
managing director-markets of Nokia, Peter 
Kronschnabl, president of BMW-India, and 
Shinzo Nakanishi, managing director of Maruti 
Suzuki on the different issues that require deal- 
ing in the present situation. 

Turn the page for their insights. 
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‘One mistake many make - 
is knee-jerk reaction’ 
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, Genpact is among the biggest employers in the BPO sector 


^ 


Pramod Bhasin presides over India's largest 
business process outsourcing company — 
Genpact. He leads a team of about 36,000 
people spread over 35 offices in 12 countries, 
most of them in India. The BPO industry has 
largely lived off US clients looking to lower 
the cost of clerical tasks and telephonic 
customer relations. Now, as the US reels 
under recession with companies struggling 
to survive and the cost of labour in the US 
dropping, at least temporarily, Indian BPOs 
such as Genpact face a daunting challenge to 
offer more services for less money and stay 
relevant. BW's Feroz Ahmed asks Bhasin 
how he will manage a huge workforce with- 
out hurting either the brand or employee 
morale. Excerpts: 


Q „ How has the challenge of managing 
= a large workforce changed in the 
current scenario? 

a Typically, when you are growing, 

a growth covers a lot of sins, a lot of 
inefficiencies. You tend to let go of a lot of 
processes probably not as tightly controlled, 
expenses not as tightly controlled. Your culture 
is different. Now suddenly you have to be 
much more focused around doing what is 
necessary, not what is nice to do — training, 
travel and all of those things. 

You also have to search for the fat. 
Everybody pretends that he is really useful. 
But layers have been created and organisations 
have been created, which perhaps aren't as 
necessary any more. But the cultural change is 
the most important. 

The refreshing thing about companies like 
ours is that we have a very young working 
force. Youngsters tend to be much more flexi- 
ble, more receptive to change. We talk to them 
very openly: times are tough, it's what is 
happening in the world, we cannot be immune. 
If you make them participants in the process 
rather than thinking about them as people who 
need to be managed, that makes a huge 
difference. They know better than I do where 
the fat is. They see it. It inhibits them, as the 
bureaucracy gets in their way. So you ask them. 


m times such as these before. How are you 
their expectations? 
A y ^ lot of these people get their messages 
= from the external world rather than 
from me. They have heard from people that 
some people cannot get jobs. They understand 


red thera baiona ier an 


that life has changed. They do not carry a 
baggage of previous downturns. To an extent, 
they are ready for it. We tell our employees 
clearly that we don't pay top dollar here, and if 
you want top dollar, please go work some- 
where else. If you manage expectations with 
openness, life becomes quite easy. These young 
employees are no fools. The biggest mistake 
companies very often make is they try to fool 
them with political speeches. But we like to be 
transparent in such things. I remember once 
an employee asking: what will happen in the 
present situation? Will China become more 
competitive? My answer is the same everytime 
such a question comes up: “The day China 
becomes more competitive, we will move our 
head office to China.” That is the reality. Once 
you talk to them in plain, simple business 
language, they understand it. 


„ What kind of correction have you made 
= in salaries from the way-below-the-top- 
that you pay? How has the workforce 
responded to that? 
a We have cut back on a lot of headcount 
a growth in functional areas. One of the 
key things by the way is anticipation. We 
had, however, started this cut back in the 
fourth quarter of 2007 itself, and not in 
2008. A lot of people started thinking 
about it in August or September 2008. In 
2007, we froze headcount at functional levels. 

One mistake many managements make is a 
knee-jerk reaction. Employees rightfully say 
that yesterday you hired us and today you 
want us to go; what the hell is going on and 
why the hell are you not responsible for this 
mess. Absolutely valid. You cannot justify it 
under free markets. You are playing with 
peoples lives here. It is very important that 
you are absolutely clear with the employees 
about why you did something, what made you 
take a certain decision, and how long would 
the impact last. 

I have stood in front of a whiteboard and 
explained to our employees that currently in 
the US, now a 50-year-old person who had 
been in the same job for 30 years, had 401K 
pension plan, had a job for $50,000, has lost 
everything. His job is gone, his pension plan is 
halved, his house value is below its mortgage 
value. While you all are creating a fuss over 
petty things, lamenting over salary cuts, 
imagine that persons plight who is willing to 
work for $25,000 a year — which is about 
what we work for. 
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„ What kind of salary cuts have you 
Q = implemented to compete with that 
in the US? 
„ We have reduced salary raises this year, 
s particularly across the senior 
management. I expect there won't be any. 
For associates, there will be some, but it 
will be small — 0 to 5 per cent. More 
importantly, we've looked to run our 
organisation more efficiently. 


„ What about employee morale amid 

= such turmoil? 

, | think the employees bind together 

u even better in a crisis. You must use it 
that way. The fatal flaw is thinking that 
everybody is going to be depressed. They won't 
be. People love responding to a challenge. 
People love getting together and going after a 
purpose. So, if you go out to a large team and 
say that we are going to take our cost down by 
10-15 per cent, they will do it. 

Bad times can be depressing, sure, but you 
can use adversity as your strength, to make 
you more determined. It actually drives you to 
a different level. Fortunately, we have not had 
to lay off people. We're still growing. We are 
net hirers. But we have raised the bar on 
performance. Earlier, if you were on the 
margins, you got to stay. Now, if you are on the 
margin, you have to leave. Most people 
understand that. The trouble in India is that 
these young employees are capitalists when it 
comes to growth and socialists when it comes 
to layoffs. Well, that's life. 


a When you try to achieve 15 per cent 

= reduction in your costs, how much of 
that comes out of people costs? 

a About 45-50 per cent of our cost is 

= people cost. The savings come out of 
lower salaries, lower raises, not filling vacant 
positions, increased supervisory span. There 
are lots of ways to do it where your compen- 
sation to benefit cost comes out lower. We 
haven't taken up the entry-level salaries for 
four years. We still hire at a range of 
Rs 70,000-1,00,000. We have always been 
median, below median salary payers. 


, How do you protect your corporate 

= brand as you cut costs? How do you 
attract the best talent once equation reverses 
at the turn of the business cycle? 

„ That is an issue that we all will face. You 

a are already hearing stories that people 
don't want to join the technology sector. Kids 
in colleges are saying that there is a downturn 
in this sector and are moving away from it. But 


Ei aa Pramod Bhasin 


that change is very good, don’t get me wrong. 
This industry was the only industry that was 
hiring in bulk. When it comes back, the stu- 
dents will see growth potential here and will 
return. The way you shed people, defines your 
brand. If you are compassionate, if you are not 
cutting cost just for the heck of it, if you demo- 
nstrate that you are doing it thoughtfully, that 
will build your brand. 


Q „ How do you demonstrate fairness to 
= employees in this environment? 

„ You have to start from the top. The 

a senior people will do less well on the sal- 
aries than the associates. I'm very clear about 
that. We tell people that we'll cut ours before 
we cut your salaries. That is an important 
message. But explaining the issue that led to 
this is more important. People are reasonable. 


, Earlier these youngsters had plump job 
=a offers even before they were out of 
Is that changing? 


A: Yes. 


QE 1 that good? 


A: Absolutely. Let’s get real. 


, How is the business trend? Is the worst 

u still to come or is it already here? 

, Fresh work pipeline is always very strong 

= in our business. The issue is problem in 
decision making. Still, we have done many 
deals in the last quarter. But I can't talk about 
them because in this environment everybody 
goes under the radar and nobody will be 
announcing deals. But we have had one of the 
biggest wins of the past two years. I think we 
have seen the worst. We are not seeing growth 
yet. But we have been through the worst, which 
allows us to calibrate how far it may go. 


a How are you sidestepping the holes in 

u the market to ensure that you don't lose 
business and people to the recession? 

a Our cost base has to change and we have 

= to focus more on value-addition to the 
clients' needs for greater cash flow. We have to 
redesign our process flow so that clients can 
buy more and manage their cash better. Also, ~ 
we are pursuing new growth verticals such as 
healthcare and HR. We are also driving for 
more growth in new markets for BPO — China, 
Latin America and India. Most importantly, 
we've to compete on costs as you now have 
amazingly cheap workforce available in the US. 
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Good to be ina team. 
Even better to be in a winning team. 
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. Aditya Birla Group has ridden its commodity cycles smartly 


Between aluminium and copper, the Rs 
140,000-crore ($28-billion) Aditya Birla 
Group lives off two of the world’s most sought 
after, hence, volatile commodities. It was the 
earliest among Indian groups with a global 
view of business, with plants across the globe 
even a decade and a half ago. Yet, it has gone 
on an acquisition overdrive since 2000, pick- 
ing up as many as 15 companies. But the 
downturn has come to haunt the group that 
earns a majority of its revenues from com- 
modities. BW's Rajeev Dubey and Muthuku- 
mar Kailasam met Group Chairman Kumar 
Mangalam Birla to ask how he rides the com- 
modity cycles in tough times. Excerpts: 


a What is the fundamental philosophy 
Q: that guides your handling of the 
commodity cycles that play such critical role 
in the business of your group? 

A y inherently, every commodity goes 
mthrough cycles of growth and de-growth. 

That is something you have to live with. You 
have to become the lowest cost producer, so 
that you are least affected or the last person 
to be affected. 

Second, you move down the value chain 
and keep moving closer to the customer, 
getting into value-added products to the 
extent possible. That reduces the cyclicality 
to an extent. 

These are the only two things you can do to 
mitigate the impact of commodity cycles, besi- 
des, of course, quality and customer service. 


a T here are different theories on how to 
Q = ride the cycles. There is the stick-to- 
the-knitting theory, and there is the lateral 
integration theory. You seem to be going the 
integration way... 

a Integration makes sense in most cases. 

a I can't say if it works across industries, 
but in most cases it makes sense. Stick(ing) 
to the knitting — I don’t think it is a good 
idea for India. The country is in a stage of 
evolution where many sectors are opening 
up that were earlier not open to private 
participation. Sectors such as insurance 
and telecom. If you stick to the knitting, then 

ou are shutting off opportunities. Take retail, 
for example. No one has expertise in that 
area. So by that logic, no one should have 
invested in retail. 
Sticking to the knitting would probably 

apply to a developed economy where there is 
low growth. In our case, it is very much an 


economy that is in an evolutionary phase, 
where new industries and opportunities are 
available to the private sector. 


Q: Lateral integration had not been the 
= practice till recently. But in these times, 
it seems to be gaining acceptance. 
a IN a sense, it gives you greater control of 
= your destiny. 


Q = behind your largest acquisition — 
Novelis. It faced quite a bit of criticism, but 
why did you remain silent? 

alt is simple logic. Like I said, for a 

= commodity, it is important to get into a 
value-added segment — that is a much more 
consistent and less cyclical business. Novelis 
has the largest downstream play for numerous 
rolled products, and it is the leader in all 
except for one. Plus, it has a very high level of 
competence in its manpower. 

In the medium to long-term point of 

view, it was very important for Hindalco to 
acquire. You could question it by saying that 
you paid a little less for it, or you paid more 
for it. All of that one has to take into account 
on a long-term perspective. Sometimes, 
shareholders’ views may not exactly be similar 
to the views of the management. An 
acquisition of this size cannot get accretive in 
one year. Also, I think we are not yet used to 
such big acquisitions. So, it takes time to 
understand the complexities, and to get used 
to it. We have to see (it) from the point of 
whether it is an asset that is adding value in 
the long term. 


, Given the fact that commodity cycle is 

= now down, when will Novelis deliver 
shareholder value? 

, If we knew that commodity cycles 

a would go down, then we would have 
paid less. No one knew about it. Having 
said that, the long-term value remains the 
same. We had said from the beginning that 
it will be value accretive in three years. After 
this cycle, it may be value accretive in four 
years. So, there is another three years to 
go. Which, for an acquisition of this size, is 
quite reasonable. 


a To what extent has Novelis been hit by 
Q: auto sales drop in the US and Europe? 
A y It has been (affected) because of drop in 
a sales in both auto and construction. 
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=: And how is it countering it? 


By providing technical services to 
= customers and by customising 
aluminium. That's the way to counter this 
downturn to an extent. 


Where do the acquisitions of copper 
Q: a mine figure in this strategy? 
„ We are mapping and looking around for 
a mining. It has to suit our requirement in 
terms of size, location, etc. Such acquisitions 
will give us better control over scarce resource. 


Is it tougher to manage commodity 
Q: = cycles from India or from abroad? 
„ When you are abroad, you are more 
" prone, face more direct and fierce global 
competition. So, in that way, it is much more 
difficult managing them. 


Q „ Commodity businesses are prone to 
= dumping. How should it be handled? 
A: The government has to be quicker in 

a implementing safeguard duties against 
dumping. Other governments are faster. We 
are not asking for protectionism, but just 
cooperation in these special circumstances 
like every other developed country. 


, Economic nationalism is gaining 

= ground across the world as the global 
slowdown worsens. To what extent does it 
hurt commodity businesses? 

a Yes, this is already happening. I think 

" we are beginning to see the bottom, and 

we should be able to recover to a large extent 
by the end of the second quarter. I think 
recovery would be very sharp in India. 


But are nationalistic concerns hurting a 
Q: = group such as yours that works across 
geographies? 
„ It does hurt. But it is very important for 
" us as a country to be alert in such 
situations and have a strategy to tackle them. 


a The changes in your group profile over 

E = the years suggest that you are looking 
at a balancing factor against commodities. 
Is that a conscious decision or one led by 
opportunities? 

a It is a conscious decision to have a part 

a of the portfolio that is asset light. It is 
not opportunity-led; that happened by design. 


Are you looking at more non- 


Q: = commodity sectors to balance the 
commodity bias of the group? 


Kumar Mangalam Birla 


A: We have a presence in financial services, 
a BPO and telecom. We are not looking to 
invest in sectors beyond this as of now. 


a What is the strategy behind the accele- 

= ration in M&As? Are you consciously 
taking more risks? 
A a | think so, because the risk of capital for 

a the industry as a whole has changed. 
Industries in India, particularly, are in the 
consolidation stage, more so than they have 
been in the past. The fundamentals are 
stronger as companies have grown and that 
gives them the ability to acquire. So it is both 
— companies have become larger and 
financially ftronges 


And how -— of it had to do with, let 
Q: a us say, the capital that was available? 
A: One, it was readily available, and it was 

= also supposedly cheaper than in the 

past. And also, as companies became stronger 
and financially more robust, I think the 
appetite for acquisitions and risks 
becomes larger. 


„ How has the Novelis acquisition 
Q = changed your view of things? Does it 
makes sense to do business in India or does it 
make sense to look abroad? 
A: , Again it depends on the quality of asset. 
= For example, if I want pulp for viscose 
fibre, Canada has the best wood and the best 
quality of pulp, that's why we acquired it there. 
There is no comparable wood here in India. In 
the case of Novelis, there is no comparable 
company here in India or anywhere in the 
world. So, it is asset specific. 


, But say, you had cash in hand and you 
; want to deploy it. Would your destina- 
tion be India? Many people believe now that 
India is too expensive for investment... 
A: I won't say that. I think you have to take 
s a sectoral approach and see how it 
works for each sector. 


a Your group has grown in the last fiscal, 
a but profit has dipped. How do you plan 
to bounce back? 
a Through productivity improvements 
= and cost rationalisation. For commodity 
business these are the two basic levers that one 
would work on, which we are doing. 


u = Any immediate plans to retire debt? 


a Not as of now, I think it is the time to 
: preserve liquidity. 
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GIVE YOUR PRIME I.T. ASSET 


Stay IT competitive with Software Asset Management (SAM) and reap - 


Increased Savings with optimal procurement, deployment and maintenance 
Enhanced Productivity with increased employee satisfaction and uptime 
Effective Security with less vulnerable IT systems and environment 


Corporate Governance and respect for IPR reach new heights with SAM. SAM is an internationally recognized ISO standard which defines all 
the infrastructure and processes necessary for the effective management, control and protection of the software assets within an 
organization throughout all stages of their lifecycle. 


The Business Software Alliance (BSA) is the foremost organization dedicated to promoting a safe and legal digital world. BSA 
is the voice of the world's commercial software industry and its hardware partners before governments and in the 
international marketplace. Its members represent one of the fastest growing industries in 


the world. BSA programs foster technology innovation through education and policy [SESTAMESMZIN IS 2 MN ER s 
initiatives that promote copyright protection, cyber security, trade and e-commerce. WORLD WEEK 
Learn more about SAM and its benefits. Log on to www.bsa.org/india 
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‘It’s all about discovering - 
the right price point’ 
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Founder & CEO of 
Future Group 





SATHEESH NAIR 
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, Future Group is finding out ways to retain customers 


Kishore Biyani has come a long way since he 
started a few retail stores and burnt his fin- 
gers at making Bollywood movies a decade 
ago. Today, as India’s largest retailer with his 
_ Future Group clocking Rs 9,000 crore, he 
operates 13 million sq. ft. of retail space 
across 63 cities in the country. But the ongo- 
ing slowdown — the biggest reality check in 
. the sector since organised retail took off in 
|. India a decade ago — has every retailer on its 
toes as footfalls in malls evaporate and shop- 
ping bags get lighter. Biyani, too, admits he is 
being “challenged”. In conversation with 
BW's Gurbir Singh, Biyani explains how the 
Future Group is striving hard to retain cus- 
tomers. Excerpts: | 
k 
a This is a period when the consumer 
= wants to conserve cash. You faced a 
drop in sales in December. What are you 
specifically doing to retain the consumer? 
Has there been a change in your product mix? 
a We are working harder to retain the 
= consumer. Our communication has 
changed. For example, we don't talk of 
incentives and deals linked to higher spends. 
That is because consumers don't want to 
spend more. Consumers think: if you go into a 
large store, you spend more. We are working 
on that fear, and we have somewhat been 
. successful too. We have brought back onions 
and potatoes in our ad campaigns. We try and 
emotionally connect with them in a downturn. 
~ Our new campaign is: "We can sell to you at 
the best price because we buy so much”. 

I am more rational and it works in a 
downturn. We changed the mix of products. 
We are doing a lot to curtail the downturn in 
high-value categories such as furniture and 
electronics. We would have been 30 per cent 
down otherwise. For this, we replaced the big 
ticket items with smaller ones. For example, 
instead of big and heavy furniture, we have 
introduced small items such as bean bags and 
ladders. Since people are not buying new 
homes, we looked at items that could be 
added in their existing house. 

We are facing a real challenge on big ticket 

. items. There is another factor. When other 
players fall to the side, their consumers come 
to you. And people will come to those who are 
stocked-up better. In a downturn, you will 
never find all the stores stocked up well. 
Stocking-up well is very important in retail- 
ing. If a consumer does not find the goods he 
wants in a store, he will never come back. 


a there is always a buyer if the price is 
low enough. Have you generated demand by 
cutting prices? 

„ Consumption will continue although 

s consumers will trade down (go down 
the value scale). The price points will change. 
But remember, we did not increase tlie price 
points when everybody else did. Retailers 
need to get this right. The only mistake we 
made was to increase the number of 
international brands in some centres. Yes, 
discovering the price point is a big thing. 
Earlier we sold packs of six and 12. Now we 
have smaller packs. The consumer wants 
several items, but not each of them in bulk. 

People have now come back to basics. The 
customer is given the choice to pick what he 
wants, and we give him the choice of going 
lower down the scale. He can always upgrade 
later on. We, as a policy, are not highlighting 
luxury products. At the same time, the ticket 
size has not gone down. Consumption has not 
gone down. Food does not add value to our 
stores, it is other commodities and groceries 
that sell more. 

Fortunately, India is a young consumer, it 
changes faster and we need to create new 
products and services. To sell lakhs of DVD 
players, I discovered a great price point of Rs 
1,200. Indians look at a great price point and 
how much they saved out of each purchase. 
Everybody realises that India is all about the 
right price point. 


È Tiparas 6 eem 


a In this climate, how do you ensure that 
Q: customer footfalls continue, and you 
attract new customers? 

g In the current environment, most 

s customers had become fence-sitters, 
postponing their purchase decisions. 
Customers moved from conspicuous 
consumption to conscious consumption. To 
convert the fence-sitters, we did an 
unprecedented number of promotions and 
festivals at our stores. Future Group Shopping 
Festival, held for the first time, pepped up the 
mood at the store during a lean period. Heavy 
marketing promotions ensured the customers, 
who were postponing purchase decisions, 
couldn't resist visiting shopping malls and 
buying. Add to it, End of Season Sale at 
Pantaloons, Happiness Sale at Central, 
Blindfold Sale at EZone, Sabse Sasta 3 Din 
and Exchange Mela at Big Bazaar. We are 
running multiple promotions. 
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We have also launched new products like 
pre-paid shopping cards that can be used 
across our Future Group retail chains and a 
major affinity programme. With the affinity 
programme, our aim is to build a customer 
family of 10 million, and capture an annual 
per capita consumption of at least a lakh of 
rupees across categories. We are focusing on 
targeting communities to grow this progra- 
mme. It is very unique and has never been 
tried before. We are in touch with community 
associations — both professional communities 
such as CAs, doctors, etc., and social 
communities such as Bohri Muslims, 
Maheshwaris and Parsis. 


How badly is the downturn hurting 
Q: = you? Are retail consumers vanishing? 
Is demand vanishing? 
A The consumer never went away. It is a 
s $350-billion canvas and the Indian 

consumer hasn’t stopped consuming. There 
may be certain consumer segments, such as 
white-collared professionals, who may be 
feeling insecure. For every one white-collared 
worker, there are 13 self-employed persons. 
Only people carrying debt are insecure, that is 
the salaried class that has leveraged itself 
more. Fashion, food products continue to do 
well, jewellery and lifestyle are also doing fine. 

Retail business works on a quadrant; there 
are both daily and occasional needs. We focus 
on the latter; we add value in this space and 
create demand for entirely new categories. We 
sell 100,000 Belgian carpets, but we also sell 
1.5 million terry towels every year; and these 
are items that give us the footfalls. We plan 
shopping around festivals and marriages. 
India has 10 million weddings every year, and 
each wedding is a huge consumption 
opportunity. As long as we plan, focus and 
adapt to the local conditions, there isn't any 
reason to believe that demand is vanishing. 

We were fortunate because we opened 
one store at a time, and got into one category 
at a time. That was how we learnt — by 
making mistakes. Like when we introduced an 
excessive number of international brands in 
some stores. We did not enter the market at 
one go. Therefore, we have not seen such a 
drop in business, although furniture, 
electronics and consumer durables saw a dip. 
There are no new houses being bought so 
furniture and electronics sales dipped. We 
fixed that at the earliest. We are growing at 30 
per cent this year. Every day makes a 
difference for us, but consumption is not 
down and we need to cater to the 
psychological need of the customer. 


ye) eae Kishore Biyani 


Which product categories are working? 

Q: = Does the apparel category continue as 
your mainstay? Some analysts say there is a 
failure to set up proper cold chains. 
A: Apparel sales have been our mainstay. 

= The overall revenue from apparels is 
the highest and contributes to 40 per cent to 
the total sales. ‘Fresh’ is not the best for us, 
we focus on occasional needs and wants. 
Apparel sales are higher than food sales, but 
we definitely are leaders of the modern food 
retail market — capturing 30 per cent of the 
market. India should not compare itself with 
the West, where retail started in the 1960s. 
We are still infants compared to them. 
Besides, India does not need a cold chain. 
They need it abroad because of the weather. 
Here, perishables are grown close by and are 
consumed locally. We cannot put up a cold 
chain for those people who eat fresh three 
days a week. Moreover, we do not sell meat. 


a Your sales team is the face of your 
m = business. What is unique in the training 

you impart to your staff? 

„ We have an organised training 

: programme at different levels — 

Praramb, Gurukul, etc. The Praramb 
programme trains them in company values, 
dealing with consumers, product cashiering. 
We have three schools for three geographical 
zones. Our approach is to use behavioural 
science rather than just data analysis. We 
use inferences from both, Indian and 
Greek mythology while communicating 
with the trainees. Greek mythology is 
about the heroism of one individual, while 
Indian mythology is about many characters. 
Indian mythology never dictates what is 
right or wrong, but Greek mythology does. 
Our training programme draws examples 
from characters of both. We are currently 
running a programme that seeks to identify 
*Duryodhans' in the organisation. Krishna 
does not follow the law, but follows the 
spirit. Ravana makes his own laws, and 
follows those. Ram follows both the law 
and the spirit. And Duryodhan follows the 
law but not the spirit. Who is the worst of 
these? It is Duryodhan. He comes at 9.00 am 
and leaves at 6.00 pm, but in the period he 
does nothing. He plays Solitaire. How do you 
identify him? 


So once you identify the Duryodhans, 
(ere than gatis sid aliai Are 
they getting laid off? 


„ (Laughs) Aha! that is another 
æ media story! 
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Principle-based. 
governance works 


Companies in developed countries have 
managed to separate management and own- 
ership. Most Indian companies, however, 
are promoter-run with members of the fam- 
ily at various levels in the management. This 
can lead to a conflict of interest, recently 
highlighted in the case of Satyam Comput- 
ers, unless carefully tempered. Implement- 
ing principle-based governance and, encour- 
aging professional independent directors 
are some of the ways the Godrej Group en- 
sures this balance — and some of its group 
companies have even gained highest ratings 
in terms of stakeholder value creation and 
management, as well as corporate gover- 
nance practices by ICRA. Once chairman of 
the Confederation of Indian Industry (CII)'s 
council of corporate governance, Adi Go- 
drej, chairman of Godrej Group, shares his 
views with BW’s Manashwi: 


4 MAV OAD 


A: I don't think it has dented corporate 

a India’s image at all. It is criminal 
behaviour, and has nothing to do with 
corporate governance. We should treat it as an 
aberrational behaviour and not take it as any 
landmark or important reason why corporate 
governance should be dented in India. Inter- 
national investors in India are all registered 
FIIs; they too realise that this is anaberration, 
it happens in other countries also. It's difficult 
to root out criminality completely; it is bound 
to raise its ugly head time and again. In the 
Satyam case, the government has acted very 
quickly to assuage the investors and to see that 
the company continues on its path of progress. 
So, that was a good message we sent out to the 
rest of the world. 
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Promotion 


INTELLISYS Technologies & Research Ltd 


With the global 
economic meltdown, 
when corporates are 
looking desperately at 
ways and means of 
cutting travel costs, 
videoconferencing as a 
technology is making its 
presence strongly felt. 
From the fancy of a 
corporate conference 
room it is fast transitioning to reach the corporate desktop 
and mobiles for multiparty conferences. INTELLISYS 
Technologies & Research Ltd through its unique software 
based multiparty videoconferencing system "Vennfer" is 
leading the innovation and research based solution 
bandwagon through cutting edge technologies in the field 
of videoconferencing and unified communications. 


/ 


Mr Saumen Chak 
CEO of Intellisys Technologies 
& Research Ltd. 





Worldwide the videoconferencing market space was 
dominated by hardware based solution providers which 
focused on expensive systems in terms of capex as well as 
opex and only worked out of corporate meeting rooms and 
were also not affordable by most mid sized corporates, 
SMES and individual users. The need for doing multiparty 
videoconferencing from desktops and mobiles was fast 
emerging as a necessity. 


INTELLISYS introduced India’s first IP based video 
conferencing software product "Vennfer" which enables 
real-time audio, video, and data communication over LAN, 
WAN (leased lines, VSATs, VPNs), Broadband and Datacards 
by using TCPIP multicasting technology for many-to-many 
multiparty videoconferencing. Currently "Vennfer" can 
seamlessly conduct 2 -17 / 37 / 200 /Unlimited way 
videoconferences in a flash. 


Through "Vennfer" videoconferencing can be enabled between 
users from multi-point locations from board rooms, meeting 
rooms, desktops and mobiles( with the arrival of the 3G 
networks in the country) simultaneously in one single screen 
and while conferencing users can share word, powerpoint, 
excel, browser, pdf, whiteboard, instant chats, applications 
etc. in real-time. The above mentioned features were unheard 
of in the realm of the global videoconferencing market space. 


Over and above standard videoconferencing "Vennfer" is 
finding varied industry specific vertical applications including 
Distance Learning through studio based live collaboration 
classrooms, Telemedicine for Healthcare, Video Banking for 
Banks, Training for Insurance, Video conferencing on demand 
as a service for the customers of Telecom companies, Reality 
for site-conferencing, Retail for Security and Surveillance, 
the Hospitality industry including Videoconferencing on 
demand from hotel rooms, the government for state level 
networks and e-governance and a host of others. 


With "Vennfer" customers can reach employees, customers 
and partners in new ways, improve information exchange, 
encourage idea sharing, and facilitate collaboration — while 
reducing costs and increasing productivity and that means 
rapid return on customer investments. 


i) "Vennfer" saves between 50-65% of your capital cost of 
acquisition as compared to any traditional hardware based 
video conferencing system 


li) "Vennfer" saves 40-60% of your recurring bandwidth cost 
as compared to any traditional hardware based video 
conferencing system 


The improvement in technology and the global economic 
slowdown are making videoconferencing a ‘must have’ tool 
for organizations around the world. One of the major expense 
columns for today's globalised businesses is travel costs of 
their employees. Our Videoconferencing solution not only 
addresses this issue comprehensively but also ensures that 
the cost of acquisition and the recurring running costs are 
lower by 50-6596 and 40-6096 respectively compared to our 
competitive offerings 


INTELLISYS is a high-end global research and development 
company and a Microsoft ISV Royalty Program Partner in 
the field of technology enabled collaboration, unified 
communication and Videoconferencing. They intend to create 
an eco-system of R &D in the country through our alliances 
with the Academia including the IITs and other high -end 
research institutes and consistently deliver software product 
IP's in the Unified Communication space and other related 
areas of research (fifteen other areas of research has already 
been identified) and then replicate the same model on a 
global scale. 





, In India, a majority of the companies 

= are run by promoters. What is the 
incentive for them to follow good governance? 
A: Several. First of all, one thing is very 

= clear — with the Satyam episode perhaps 
more so — that good governance will lead to 
better market capitalisation. And market cap- 
italisation helps the promoter group raise 
funds and more investors. The message is loud 
and clear that bad CG is negative for both the 
company and the promoter. Another thing that 
was apparent after the Satyam case was that 
when a promoter holds a very small share, the 
incentive for good CG becomes lesser. When a 
promoter holds a large share, anything going 
wrong in the company hurts him very badly. 


„ What kind of reporting should be 

rS = made mandatory? 
A: According to Sebi regulations, we have a 

s very comprehensive list of items that 
have to appear in the annual report, in what 
format, what needs to be done at the board 
level, etc. So, I think we have some ofthe best 
standards of corporate governance in the world 
today. Clearly, execution and implementation is 
important, but the basis of governance is good. 
A couple of years ago, CLSA — a major analyst 
and investing company — had rated us third, 
after Hong Kong and Singapore. 


Since it is more of an ethical issue 

Q a rather than a legal one, how far can 
regulatory impetus ensure governance? 

à Yes, of course. Corporate governance 

a should not be driven only by regulation. 
We need to have the basic regulations, but it 
should be principle-based; because by doing so 
you ensure that CG is followed in both difficult 
and easy times. A friend of mine once remark- 
ed that we shouldn't make the regulations such 
that they become weapons of mass distraction. 
If you have too many things to adhere to, you 
are distracted from the company affairs. 


, Several committees have highlighted 
aspects of CG that could be improved, 
but with little success. Are companies wait- 
ing for the regulators to enforce practices? 
„ No. A couple of years ago Sebi brought 
= in Clause 49, which added a lot of value 
to governance. The J.J. Irani committee 
produced a report on the Companies Act 
amendment, which has been taken forward. 
Though they might not become legislation 
immediately, once they are published, many 


Hia a Adi Godrej 
Godrej Group upholds the highest standards of governance 


companies will start adopting the practices. 


„ Clause 49 also recommended the 
= number of independent directors on the 
board. But there appears to be shortage of 
people qualified for the job. 
„ Not really. The CII and many other 
a agencies have a list of potential indepe- 
ndent directors to choose from. It is very 
important that independent directors be truly 
independent. All committees in the Godrej 
group — audit, nomination, shareholders — 
consist of independent directors only. So there 
is no promoter influence on the decisions 
taken by them. But still, it will be terrible if the 
government were to appoint independent 
directors for a company. It is a learning a 
process, and today, at least 20 Indian compa- 
nies are among the best governed in the world. 


How does Godrej ensure good 
Q: = governance? 


A: I'll take the example of Godrej 

= Consumer Products, which is our 
highest market cap listed company — we hold 
about 70 per cent of the shares. When we first 
set up the board, we invited independent 
directors who had professional reputation, not 
industrialist friends. I think industrial friends 
are not able to devote enough time to the 
company. Secondly, all our board meetings last 
at least half a day — no perfunctory meetings. 
Every year, the January board meeting is a 
two-day offsite affair, which devotes a lot of 
time on strategy. 


How would you define corporate 
Q: = governance? 


A: Our corporate governance is much 

a beyond the legal minimum that is 
prescribed. It looks into the interests of all 
stakeholders. One of the misconceptions is that 
it is to protect the interests of the minority 
shareholders. But I think it is to protect the 
interests of the company as a whole. 


Difficult times such as now gives a good 

Q: = excuse to companies not to adhere to 
good governance. What is your take on that? 
A „ That is a mistake, if they do. Some of the ^*^ 

= best corporate governance is from the 
new IT companies. Young entrepreneurs have 
strong principles. In fact, negative governance 
is practiced by old family businesses who 
believe that protecting the interest of the pro- 
moter is vital. But that perception is changing. 
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An Investor Education Initiative 


DECODING THE WORLD OF MUTUAL FUNDS 


Ask the experts and get all your queries addressed exclusively on UTVi. 


To get your answers 


SMS FUND «QUERY? TO 59995* 
or 
Visit us on www.utvi.com/fundopedia 


Mutual fund investments are subject to market risks. 
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‘Make sure that you are 


fair to all stakeholders’ 





NAME: 

S. Gopalakrishnan 
DESIGNATION: 
Managing Director 
and CEO, Infosys 
Technologies 


JAGDEESH N.V. 


For a company that is second in the pecking 
order in its industry in terms of revenues 
earned, Bangalore-based Infosys Technolo- 
gies might appear to have a disproportionate 
aura in corporate India. But that is not hap- 
penstance. Year after year, quarter after 
quarter, Infosys has delivered not just re- 
sults, but also guidance on how the next 
quarter or year would unfold. And in- 
evitably, the company has bettered its guid- 
ance. Being one of the first companies to dis- 
close its results, every quarter, Infosys’s 
guidance sets the tone for the IT industry’s 
outlook for the future, and has become a 
benchmark for everyone associated with the 
industry — companies, employees, analysts, 

journalists, students, et al. Perhaps, even 
more important is the exalted status of 
Infosys as one of India’s most ethical compa- 
nies, making it also one of the country’s most 
respected. ‘Expectation’, therefore, has be- 
come the middle name of the company. In 





troubled times, that role becomes even more 
key. In an interview with BWs Dhanya 
Krishnakumar, the company's CEO and 


Managing Director, S. (Kris) Gopalakrish- 
nan, holds forth on how Infosys manages 
these expectations. Excerpts: 


A: If you base your statements about the 
= future on verified data, and if you are 
willing to share that data, then people under- 
stand what is happening. For example, we 
spoke about a survey we did amongst our 
clients during the (announcement of fourth 
quarter 2008-09) results. Majority of clients 
said there would be decline in their budgets, 
some of them saying as much as 10 per cent, 
that is why we gave a guidance of negative 
growth. Many people within the company 
leadership already know about these numbers. 
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Infosys has almost always beaten expectations 


We want to share what we know with our 
investors, shareholders, etc. That is how we 
build trust and confidence. 


You have to set goals for people, which 

Q: in a state of flux, can be moving targets. 
In such a scenario, how does one maintain 
employee confidence? 

„ We have created a rhythm for the com- 

a pany. We do five-year scenario planning, 
three-year business plans, one-year budgets, 
and every quarter the budgets are revised and 
we announce results. We give annual goals to 
employees and then again we can change the 
number for the company and the budget for 
the business unit; we also give them an 
opportunity to revise their estimates every 
quarter. They understand the numbers. 


But when resources are constrained and 

Q: s you still have goals to meet, how brutal 
does your assessment have to be about what 
needs to be done away with? 
A: People understand that we have to make 

= adjustments. We have made, for 
example, adjustments to travel, to some of the 
discretionary spends such as project parties. 
We are not planning to give any salary 
increments, but the variable component is still 
budgeted and, based on performance, we will 
pay out that. We will go back and review 
compensation, salary, etc., if things improve. 

Again, for employees, we have a relative 
ranking system — we tell them that relative to 
others this is where you are, and some happen 
to be at the bottom. In normal times, we would 
have said we'll give you another six months, try 
and improve, and we'll help you, etc. Now we 
have people in excess, and we have already 
warned them that performance has to improve. 
Within the context of Infosys, we have to act at 
this point and let people go. It does not mean 
they will not be successful outside Infosys. 

The company is also going out of the way to 
help employees; in fact we have increased 
entry-level training from five months to seven 
months to ensure that we keep them engaged. 


What about managing client 
Q: = expectations? 
a You have to communicate to clients 

ie = constantly. We need to understand their 
pain points and make sure we respond. Today, 
most of them are concerned about the need to 
cut costs, so we need to offer them appropriate 
solutions. But that needs to be done in a fash- 


ion that we still get to hold on to the relation- 
ship, the business, the business model, the 
margins, etc. Some of the solutions are moving 
more to offshore, fixed price projects, offering 
them alternatives where they may not have to 
spend upfront, but have a pay-per-use model. 


Of all the stakeholders in a business — 
Q: a investors, shareholders, clients, 
employees — which one needs more careful 
handling in tough times? 

The role of management and leadership 

a is to make sure that you are fair to all 

stakeholders. We need the right solutions for 
our customers and we need employees to imp- 
lement and monitor that. Investors give you 
the money to make all that happen. In every 
transaction, we need to look at the best way to 
balance stakeholders. However, the current 
situation may demand you adjust slightly. For 
example, traditionally, we would have said, 'In 
an environment, where supply is less than 
demand, we can be rigid on pricing. But now 
supply is more, so we have to be more flexible. 


, Infosys is known to he one of India's 
" most ethical companies. Such as when 
the Satyam crisis happened, you voluntarily 
made your bank balances, etc. public. 
a When there is a crisis of confidence, you 
= need to take steps to build it. 


a in tough times, a leader is closely 
= watched. How much more critical is 
doing the right things now? 
, Fortunately, within Infosys it is a colle- 
= ctive leadership system. So we discuss — 
amongst ourselves and with the board. What- 
ever we do is well thought out and understood. 
Yes, there is more focus on Infosys, but we 
have always taken the role seriously. 


How much of a motivational role should 
Q: a a leader play especially in tough times? 
„ You have to reach out to the emotions of 
= = people. That is absolutely essential. In 
this environment, the reassurance part of the 
emotional connect needs to be emphasised. 


One important survival tip for the 
Q: a industry... 
„a Resilience is very important. You have to 
= run your business as efficiently as poss- 
ible in good times and bad. From an individual 
perspective, you have to focus on ethics and 
values. They get challenged in bad times. 
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preserve legacy 


Times are changing at ICICI Bank. The days 
ofrapid growth and the race for market share 
are things of the past. Itis introspection time; 
the operating environment has changed. It is 
time to play safe. “Conserving capital and liq- 
uidity are priorities”, says Chanda Kochhar, 
the bank’s Managing Director and CEO-des- 
ignate. That's not all. ICICI Bank has to work 
hard to keep its flock together. So, Kochhar’s 
task is cut out — she has to steer the bank 
through a period of churn. Excerpts from an 
interview with BW’s Srikanth Srinivas and 
Raghu Mohan: 


y Li rat 4, CIA 4 ] immer deco 5 — 
Q: , Fow do you manage legacy issues dur- 
ùg = ing a transition? Bot th N. Vaghul and 
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a Well, we have the privilege of having 

a some outstanding leaders. And every 
leader creates a legacy. It is not a question of 
whether I can step into somebody else's shoes, 
but whether I can walk in my own shoes or 
run in them with stability. I want the 
organisation to meet certain expectations and 
standards, and would rather concentrate on 
these instead of trying to compare. Of course, 
it is important for the new leader to preserve 
the legacy. And one of ICICI Bank’s legacies is 
bench-strength and talent, and it should be 
preserved. But then, continuity and change is 
the yin and yang of life, so there will be few 
changes at the organisation level. And we can 
use that time to restructure some of the busi- 
nesses, which anyway we were thinking about. 
Out here, the talent pool is enormous and we 
can take these changes in our stride. 
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= IGICI Bank has seen one of the smoothest transfers of power 


a What kind of restructuring are you 
Oe ating a? 


^ In the current environment, conserving 

= capital and liquidity are priorities. Also, 
we plan to innovate and make some of the 
structures more efficient. For instance, we 
have relied a lot on wholesale and bulk 
deposits in the past. Now, while we have done 
very well in growing our CASA (current and 
savings accounts), and have done so 
substantially, we have also been taking on bulk 
deposits. As a result, our CASA ratio has never 
been very good. Now, in a falling interest-rate 
scenario, you could raise one-year bulk deposit 
and refinance it a year later at lower rates. But 
in volatile times, it is not the right thing to do. 

= As we grow our CASA, we will repay our bulk 

deposits, and not borrow more bulk deposits 
to grow our balance sheet. 


„ When you speak about restructuring, 

a there are a whole lot of businesses — 
A: No, I am not talking about restructuring 

u businesses per se. Just that within these 
businesses, the focus has to be on what is rele- 
vant to the current environment. For example, 
deposits and loans. In the past, it was OK if 
the client did not pay for 90 days, and we used 
to follow up only after that. Now, you have to 
be in touch with the client from day one or 
actually day zero. And also be present when a 
client has the capability to pay, as in the 
current context there are so many priorities on 
the cash flow. If you don't get your money on 

k time, it could be used for something else. 


Q , Has the nature of your relationship with 
= clients undergone a change in the 
current downturn? 

a Well, until last September, the needs of 

= clients were much different. It was all 
about their next project and the one after that, 
and our ability to fund them. Right now, they 
are telling us that they first want to be sure of 
their own cash flows before thinking of a new 
project. Their concern now is will the lender 
be there with them to meet their current 
needs. My current year looks very different in 
terms of capital utilisation and profitability. 
There might be some difficulty in paying back 


the instalments, but that is not going to be my . 


position every year. So, will the lender treat me 
a bit differently? And we at ICICI Bank are 
responding to the revised expectations. At this 
point, everybody's working capital cycles have 


got elongated, and we are re-assessing their 
needs. In some cases, we have exempted them 
from paying instalments for a year on say, a 
five-year loan. And given them the option to 
repay it from next year. 


a Are there businesses that are a strict 

= no-no for you? 

„ Nothing of that sort but in businesses 

s such as SMEs, we have a cluster app- 
roach. Suppose we look at the construction 
industry. There may have been some clusters 
that we have never entered. Now, let us talk of 
retail. Currently, we have completely banned 
small-ticket personal loans. Same goes for 
two-wheeler loans. We are doing this only for 
existing customers from our branches. Not for 
new customers as collections are an issue. 


a [CICI Bank has been very aggressive, 
Q a but in case of a slowdown, what does it 
mean from the point of view of HR? 

y Clearly, you got to re-orient the 

s mindset of people to the revised 
priorities. So that they get the rationale behind 
the changes. Take collections. It is more about 
prevention now. You have to be in touch before 
a default, not after. Same goes for the 
corporate side. You got to find out whether 
they will pay on the due date, or if some 
restructuring is needed. So, the leader has to 
spell out the priorities and reskill people 
accordingly. We always had a policy of aligning 
organisational performance where at the 
beginning of the year, a big exercise is 
undertaken to make our priorities clear. 


Q , [CICI Bank has had global ambitions. 
= Where does all that stand now? 
A „ Our rapid growth has always left people 
a wondering — will they succeed or not? 
So, if we manage to pull it off, it's OK. But if 
the environment changes and something goes 
wrong, then... When we started retail 10 years 
ago, people were sceptical. If we had faltered, 
people would have said, you only know the 
corporate business. But we have managed to 
move ahead of others, even globally, setting up 
a substantial business arranging forex loans. 
Then the scenario changed, and we had to take 
the impact. And since all of this was new, 
people could not assess what was going wrong. 
And that compounded the problem with some 
saying that the entire UK book is gone. Does 
all this mean that we have to stop being 
innovative? Certainly not. 
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‘yu: aj) eas Peter Kronschnabl 


We created a network of 
luxurious dealerships’ 


austere as they cut costs. BWs 
Feroz Ahmed during his tele- 
phonic chat with him asked 
how he is finding a way 
through this jam. 





1 


a volumes declined in the 
last quarter? 

, Yes. We have felt the 

= slowdown. 


Q , Have your sales 


„ Have you considered 

a changing your approach 
to pricing and financing to 
make your luxury cars more 
affordable during a downturn? 

First of all, luxury is 

æ never sold through 
discounts. Unlike other 
manufacturers, were not going 
in for heavy discounts. At the 
end of the day, if you offer a 
discount, say Rs 5 lakh, on 
every car, a customer would 
come and ask what could we do 
specially for him. So, you end 
up giving even more. He wants 
to have his personalised ser- 
vice. We do tailor-made dis- 
cussions with the customers. 
One customer may want slight 
financial effort from our side, 
another one may want easier 
monthly instalments by supp- 
orting him on the interest, pac- 
kage. In the luxury segment, 
every customer is different. 





While this downturn has shaken the conven- 
tional wisdom that luxury is immune to eco- Q , Are you reviewing your product mix to 


nomic cycles, BMW has done reasonably well = suit hard times and political 

in India: it became the market leader in lux- correctness, as in offering smaller and more 
ury cars in Jan-March 2009. However, Peter — fuel-saving cars? 

NAME:  Kronschnabl, president, BMW India, is not A a No, we are not reviewing our product 
Peter Kronschnabl celebrating yet. Selling is becoming harder as s line-up. Product development is about 
DESIGNATION:  stockmarkets and businesses are nolonger catching a trend. There is this whole story 
President, spewing out new millionaires every week, about hybrids and electric cars. I’m very 
BMW India and corporate executives are trying to look cautious about launching electric cars. In 
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BMW has become a bestseller in India 


India anyway, you don’t have enough 
electricity. Even globally, an electric car makes 
sense only when you produce electricity from 
renewable sources. Otherwise, you are just 
using auto fuel in generators to make 
electricity for cars. Obviously, the global trend 
is going towards electric and hybrid cars. So, 
we have to take note of that. 


Q: When do you plan to bring hybrid 
= BMWs to India? 

a We haven't taken a decision on the 

= timing of launching hybrid cars in the 
world. By 2010, BMW hybrid cars should be 
available, but we have not taken a decision yet 
on when and how we will bring those to India. 


„ Most of the BMW buyers are young 

= professionals and entrepreneurs, who 
are the worst hit by the slowdown. How is 
BMW tweaking its marketing and pricing 
strategy to continue to sell to them? 

a | disagree that most of our buyers are 

= young professionals. When it comes to 
3-Series, most of our buyers are young 
professionals. But big industrialists go for our 
X range of products and 7-Series. 


„a BMW has begun to outsell Mercedes in 

= India despite coming to the country a 
decade later. What has it done differently? 
A: I cannot tell you what we did different 

a from Mercedes. But I can tell you what 
we did to be successful. First of all, when we 
launched BMW in India, we focused on creat- 
ing a large network of truly luxurious dealer- 
ships. Since we did not find a true luxury dea- 
lership benchmark in India, we benchmarked 
it to BMW's global network. Today, a BMW 
dealership in India looks quite like those in 
Munich or Tokyo. We hosted luxury cars in 5- 
star hotels and did events at dealerships. We 
focused very much on below-the-line market- 
ing because we wanted potential buyers to get 
in contact with the brand, experience it and be 
convinced by it. Moreover, we had a very big 
focus on aftersales. 


a How do you position or pitch a luxury 

= car differently to a person whose com- 
pany is cutting jobs in the name of recession? 

„ | haven't come across this kind of a 

a customer yet. But what is happening is 
that corporates are looking into things with 
cost-saving potential and they may decide to 
keep their old cars for six more months. 


a In this kind of environment, how do you 
Q = grow sales of your luxurious vehicles? 

„ Novelty is always a high priority in 

a the eyes of the customer. So, you 
always need to have the latest products. This 
year, we have already launched the new 7- 
Series, new 3-Series and new X range in petrol 
and diesel variants. You'll see more new 
launches in the second half of the year. We 
haven't delayed any investments, because after 
a downturn there is always an upswing. How- 
ever, the dealers are a bit sensitive because the 
market environment is very challenging. 


Q a IS your highest selling vehicle in India 

u also your cheapest — 5 series? 

A No, it is the 5-Series. Of the total BMW 
s cars sold in India, 45 per cent are 5- 

Series and about 40 per cent are 3-Series. 


= globally, are there any pockets where 
sales are still buoyant? Is BMW review- 

ing its global sales and distribution strategy 
to adapt to the regionally varied demand? 

„ Obviously, we are looking at global 

= markets to see the potential and change 
in different markets. We don't have a global 
forecast yet. But all four BRIC (Brazil, Russia, 
India and China) markets are still growing. 
India is far away from a recession. 


Q: The market slowdown has occurred 


a Typically, luxury brands are the last to 

a suffer in a downturn and bounce back 
first. Are you confident the same pattern will 
occur this time too? 
A , It is true that luxury brands are the last 

a to suffer during slowdowns, because the 
target group is more affluent. But we're now in 
a very challenging market environment. We're 
also fighting to get our volumes. 


= When do you see a turnaround? 


, OUr prognosis is that the second half of 

s» the year will see a little bit more 
sunlight. In India, things could get easier after 
the general elections. Also, globally we're 
coming to the lowest point now. 


„ What are the learnings for luxury 

= marketers from this downturn? 
A , | believe the better you are set up in good 

= times, the better you survive in bad 
times. We're still doing well because we establi- 
shed ourselves very well in India to start with. 
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D. Shivakumar 


panies need to 


play offensive’ 


Few global corporations defy the law of aver- 
ages as much as Finland’s Nokia. The world’s 
largest handset manufacturer has a 40 per 
cent global market share, while the nearest 
competitor has less than one-fourth of that. 
Its dominance is more prominent in India, 
the world’s fastest-growing telecom market, 
with a market share of over 65 per cent. 
BW’s Rajeev Dubey met Nokia India’s man- 
aging director, markets, D. Shivakumar to 
ask how Nokia will retain leadership in the 
slowdown. Excerpts: 

„ With : ich as 


a Samsung at your heels, what is the 


agile organisations si 

unggest c :hallt ange that Nokia faces? 

A: When you are a large player, the minute 
a you go to market to take up a challenge, 

what you do not do is what becomes their 


g~ 
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(competitors’) opportunity. So you need to 
constantly watch what you could do because 
what you do is virtually part of the course. 


Q „ HOW has the current economic 
hd a slow 
employment and advertising? 
Nokia continues to invest in advertising, 

= in the brand and in retail. Our 
investment in Nokia-branded retail and our 
outlets remain the same. Our investment in a 
big property called Indian Premier League and 
Shah Rukh Khan stays the same. 

At this point of time, there has been no 

impact of the slowdown on Nokia. 


„ HOW do you prioritise your market 
E = share e protection by segments? Maruti 


faced this situation in the early 2000s when 


lown affected Nokia's investments, 
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b. There is Nokia. And then there is everyone else... 


every new player ate into its market share. 
Yet, they retain 50 per cent of the market. 

& When large companies play defensive, 

s they lose. They need to play offensive. 
Over the past 14 years, Nokia has consistently 
done things — invested in brand, people and 
solutions — ahead of the curve. 

Nokia set up its Priority Dealer Network; 
today, we have 700 stockists where you get the 
company guarantee. That was the first stage. ` 
In the second phase of the past three years, the 
days of independent growth were over. We had 
to think of dependent growth with operators 
and organised trade. We have forged good 
partnerships. The third one is now. We have a 
base of over 300 million subscribers. This was 
essentially about voice. We are now adding 10- 
million plus every month. And it won't be 
about voice any more. By 2006, Indians were 
waking up to alarms, and taking pictures more 
on cellphones. By 2007, they were listening to 
the radio on mobile phones. Two years from 
now, they will be emailing and browsing the 
Net more on mobiles. If we take that train of 
thought, we believe the future is about 
solutions. So, it will be an email-led solution 
device, it will be a music-solution device. 


a How has the share of plain vanilla 

= mobiles transformed into these kind of 
devices in Nokia's case? 

a There are few devices that do not have a 

s radio or a torch or an alarm clock today. 
We believe that there is durable convergence 
at the bottom end which is 'alarm clock plus a 
torch plus an FM radio: Separately, it will cost 
you Rs 800-900, but it will cost you another 
Rs 300-400 if you have a mobile phone. This 
is a four-in-one product at the bottom end, 
and we will see similar shifts at the top in 
terms of music and emails. 


„ Has that transition shown up in your 

= numbers as a percentage? 
A y Yes. In fact, India is a bi-polar market. 

a There is enough value at the top end, 
and there is enough volume at the masses. Our 
company has done solid innovations at both 
ends; relevant innovation priced at the right 
value point. 


„ From low-end phones to high-end 
Q = ones, what has been Nokia's market 
share in the past, and how has it changed? 


A : It has roughly been similar. 


= high-end phones? 
A: In value terms, it is split roughly equally 
a between mid-ends and high-ends. And 
for the rest, it is equal. This is because innova- 
tions at high ends have been pretty good. 


Q A What is the ratio for low-end versus 


a Nokia has made in India? 

„ I am really searching. I do not want to 

a be arrogant or complacent. I think we 
have done things well. 


E nee iagt 


Let me put it this way. There might 
u be failed experiments, (but) there are 
no mistakes. 


Q: You have made no mistakes? 
A: 


- Like which one? 


a There could be so many. We tried so 

= many things, not one or two. And our 
culture is one where we encourage people to 
try many things. And if things do not work 
out, we move on. But the few that worked 
(out) have been very big. Culturally, when we 
fail, we fail gracefully; when we win, we win 
humbly. We continue to win more than we 
lose. One mistake I would say is something 
which is personal — we can move much faster, 
much, much faster. 


Q „a Any market niches that you thought 
a competition got into ahead of you? 
à, IN 2006, there was a concept of the slim 
= phone, which we did not have. But today 
the only slim range is from Nokia. 


„ How crucial is your 70,000 sales 
Q: network to your leadership? How come 
nobody has been able to replicate it? 

a Why isn't it replicable? It is not just 

a about advertising a product. It is about 
educating trade, it is about managing the price 
erosion. To do it at that scale and consistently 
at a given time is what Nokia has mastered. It 
involves super human execution capability. We 
have data by each outlet. 


a 90 the key to that would be your 
Q = dealer's confidence that if there is a 
price erosion it will be taken care of? 

a He knows the Nokia sales system will 

= come every second or third day to serve. 
We will take care if something goes wrong. 
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SANJAY SAKARIA 


.. Maruti has halved man hours spent on each car in five year's 


Drops of water make an ocean. That is the 
guiding philosophy at India’s largest car 
maker Maruti Suzuki when it comes to man- 
aging efficiency across its value chain, from 
the vendor to the dealer. Its ruthless focus on 
organisational efficiency has made it possi- 
ble for Maruti to beat inflation, commodity 
prices and employee salaries, and yet offer 
the iconic Maruti 800 at a price of Rs 1.87 
lakh today — 19 per cent lower than its 2000 
price of Rs 2.32 lakh. Maruti manages this 
through a host of initiatives that involve 
workers and up to Tier II vendors, as much 
as the management. For instance, by debot- 
tlenecking its production lines year after 
year, it has reduced the number of hours 
every worker spends in producing a vehicle 
by half of what it was five years ago. Mechani- 
sation and optimal utilisation of manpower 
has raised service bay productivity of its 
dealer service centres by 20 per cent, saving 
them a few hundred crores in setting up new 
service bays. BW’s Rajeev Dubey met Shinzo 
Nakanishi, managing director and CEO of 
Maruti Suzuki, to pick up some nuggets of 
this ant-like perseverance. Excerpts: 


„ Manufacturing efficiency begins at 
a the vendor end. How do you ensure 
vendor efficiency? 
, For us, lean delivery is about vendor 
s efficiency. The first thing we ask the 
vendor is timely delivery (including transporta- 
tion and packaging) and appropriate quality 
and cost. Sometimes, they have problems such 
& as labour or power shortage or hike in 
commodity prices. For vendor efficiency, we 
have a separate organisation called Maruti 
Centre for Excellence (MACE) to give vendor 
advice. We also have another activity. We invite 
vendors — only CEOs or plant managers — to 
see our factory or parts supply chain 
management to show them better efficiency. 
When we started this project, our people 
went to Japan to learn the procedures, factory 
operations, etc. We have been doing this for 25 
years, but vendors should also learn from us. 
So far, this activity was only with vendors from 
Tier I cities, now we are focusing on Tier II 
also. We want them to see our productivity, 
our cost reduction and implementation. 


= reduction target for vendors? 
A „ Every year we set a target for cost 
= reduction. The target can even be 1-2 


Q , Do you continue with the 5-per cent cost 


per cent, depending on the product. We have a 
'one part, one gramme' scheme. We also ask 
the vendors to do so. Last year, we had 
130,000 suggestions that resulted in saving 
Rs 70 crore. That is a big saving for us. So we 
have asked vendors to implement this too. For 
a vehicle that has 20,000 or 30,000 parts, 
even if it is Re 1 per gramme, the savings are 
Rs 30,000 per vehicle. Last year, Maruti 
produced 800,000 vehicles, imagine the cost 
reduction. Everybody must understand that. 

The weight (of a vehicle) can go down by up 
to 30 kg. Making parts with less weight is a 
tough challenge. If we achieve that, the 
vehicle weight comes down. That means the 
fuel efficiency can go up by up to 30 per cent. 
We also have quality circles. Right now, we 
have 265 quality circles in Maruti. We have 
asked our vendor also to join. Then, in Japan 
there are the 5S of lean manufacturing — seiri 
(sort), seiton.(set in order), seiso (shine), 
seiketsu (standardise) and shitswke (sustain). 
Without understanding those, manufacturing 
cannot be lean. 

We are trained to make smaller, shorter, 
lighter, fewer and neater. Those are tools to get 
more efficiency and make innovative products. 


„ What is the cost-reduction target for 
= vendors this year? 

, It depends on the vendor, but we have 
u asked for at least 2-3 per cent. 


y You had introduced the quality circle 
Q: competition among vendors last year. 

t has been its impact on efficiency? 

„ These 265 circles have to show results of 

u efficiency and productivity improve- 
ment. The final 10-12 will go and compete in 
Japan. We will have a competition there every 
two years. Vendors have been very impressive. 
For example, a wire harness firm that has only 
girls on its shopfloor, has been very impressive. 
Last year, we generated savings of Rs 50 crore 
through quality circles. 


7 How many such schemes would he on at 

= any given time in Maruti, tactically 
aimed at efficiency within the plant? 
A a Productivity at plant is measured in 

= hours per vehicles (HPV). We measure 
how many persons are required to make the 
car, and in how many hours. We have a 
benchmark from Japan. The best is from our 
Kosai plant. We should reach that level — 
which I cannot disclose. 
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Q: Where are you now compared to the 
a benchmark? 

„ We have reached 80-90 per cent. The 

æ rest 10 per cent is the toughest. But in 
some areas such as factory-wise volume, we 
exceed them. Unit-wise, Kosai plant is 500,000 
vehicles. We are already making 800,000. 


= vehicle changeover timings at the plant? 

æ In the press shop, if we were stamping 

= the Swift door and we had to change the 
die to stamp the A-star door, we used to take 
two hours. We had to stop the line, change the 
mould and fix the A-star mould. Now, we are 
able to do the changeover within 5 minutes. 
We looked at the location of the dies and 
brought them closest to the line. Then, we 
looked at how the finished vehicle can be kept 
most efficiently for timely dispatch with least 
damage. These are inventory checks. They 
might seem small, but they deliver big results. 

The Gurgaon plant is 1.2 million sq. metres. 
It makes over 500,000 cars, so there is no 
parking space. With the slowdown, we have to 
bring the cars to Manesar. Inter-plant transfer 
means additional cost of transportation and 
manpower. We looked at how to reduce that. 
The Gurgaon plant was a U-shaped 

building. When we expanded, we built another 
U-shaped building opposite it. The central 
area cannot be used because it is for utilities. 
From the layout point of view, it is the worst. 
Plants now are being made linear. A vehicle 
enters from one end and goes out from the 
other in a straight line. Expansion is easier. 


A perrita stie rin 


a in many countries, including Japan and 
Q: Korea, companies have tried out multi- 
level production hecause of scarce land. Do 
you do that anywhere? 
A eX know GM does it in some countries, 

= but that is their way. I am in no position 
to make any comment. But we believe produc- 
tion should be in a straight line. It is very 
simple. That is the most cost-effective way. 


a You ship out 800,000 cars per annum. 
Q: What is the most efficient way you have 
found in supply chain and fleet management 
of trucks that transport these cars? 

» The most efficient is rail. One train can 

= carry 240 vehicles in two levels. But we 
have just started with A-star. Containers are 
specially designed. Once the Delhi-Mumbai 
corridor starts, it will be very beneficial. Even 
for some domestic supplies, we send some 
models from Manesar or Gurgaon to our yard 
in Mundra Port. From there, they are sent by 


eodd si Shinzo Nakanishi 


sea to Kerala, Cochin or Goa. This is also 
viable. We find it cost-effective; time is 
predictable and damages are least, unlike 
roads. We would like to enhance non-road 
transportation of our vehicles. In Japan, 
Mazda does 88 per cent dispatches via sea. 


a How much of dispatches are on trucks, 
Q: and how much would you like it to be? 

y About 90 per cent are on trucks. If I say, 

= I want to reduce this by 100 per cent, 
the truckers’ association will complain! 


Q: Have you been pruning dealers or 
= vendors? 

a In 2003, when Suzuki took majority 

= control, we had over 400 vendors. We 
thought that was too much because if we could 
reduce the number of vendors, we could give 
more volumes to fewer vendors and it would 
reduce costs. We reduced to 200. After that, 
because of growth and India-specific 
conditions such as strikes, power shortage, we 
have increased the number to 300. 


a I5 there a component supplied by only 

= one vendor? 
A » ome are still single vendors — mostly 

a high-end electronics and Suzuki Japan's 
subsidiary Suzuki Powertrain, the diesel engine 
factory. Glass, we have only one —Asahi Glass. 
In tyres, there are three-four vendors. 


Q: How have you tried to improve 
a efficiency of dealers? 

» We are focusing on two areas — 

= inventory and delivery to dealer. 
Reducing working capital is very important 
because it reduces their costs. But for that, we 
have to deliver properly. A car is dispatched 
from the factory only after the dealer has made 
the payment. Earlier, we used to take up to six 
weeks to deliver a car. Now, it is down to less 
than four weeks. 

Since the slowdown, we have given special 
attention to dealer inventory. Dealer inventory 
has gone down from 80,000 to 50,000 cars. 
At an average price of Rs 4 lakh, that is 
Rs 1,200 crore of inventory reduction, which 
means lesser working capital financing cost for 
the dealer. We also help in their inventory 
management. We do analyse the market, and 
everyday inventory, inquiry, orders and sales. 
We tell them about their vintage stocks — 3-4 
month old stocks. That is money lying idle. 
Now our dealers do not have vintage stocks. 
Sometimes, they do not think about the age of 
the inventory, so this is education or cross- 
communication through our regional offices. 
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Contact your nearest Tanishg showroom for attractive offers on diamond jewellery“ 


Tanishq Showrooms at : Camac Street : Ph.: 22827910/ 65501539 e Kankurgachi : Ph.: 23649529/ 30 ə Gariahat : 
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Ph.:6535777/2500164 e Guwahati: Ph.: 2347000-8 * Agartala : Ph.: 2324988. 








Eea Vineet Nayar 


"When you buy a good 
company, eat your ego’ 


It was the largest acquisition by an 
Indian company in the technology 
space. But that was not all that set 
apart HCL Technologies' takeover of 
Axon in September. HCL Tech had 
countered Infosys Technologies' bid 
of 600 pence a share for the UK- 
based SAP implementation firm, 
with an aggressive offer of 650 pence 
a share. Just when it seemed like the 
two bidders might engage each other 
in an endless game of bids and coun- 
terbids, Infosys withdrew and Axon 
became the fourth company to fall 
into HCL Tech's M&A kitty last year. 
The other three, though smaller, 
were US-based Control Point Solu- 
tions and CapitalStream and British 
Liberata Financial Services. BW’s 
Binu Kwatra spoke to HCL Tech- 
nologies’ CEO Vineet Nayar on how 
he makes mergers and acquisitions 
work in times of a global economic 
crisis. 





a acquisitions such as Axon, for 
instance? 
A: Impose on them the HCL 

s brand. Call them an HCL SAP 
division. Give them an HCL e-mail id. 
Put HCL hoardings in their offices. 
Number two, they are used to using 
tools and technology and conducting 
business in a certain way, which works 
for them because they are five times 
more successful than I am. So, eat 
your ego and kill your own ways of 
doing business and adopt their ways. 
The third is what I call trust. You acquire a can create a higher value for its customer. 
company because they are good; then you 
don' trust them and you put somebody from 
your side on top of them. For God's sake, why 


Q A What should be avoided after 





TRIBHUWAN SHARMA 


: How crucial is this 'enabling'? 


NAME: are you doing that? So, leave them alone. The a The critical question that your reader 
Vineet Nayar last — the value is between that company and s should ask himself is — what were the 
DESIGNATION: its customer. The value is not in the interface fundamentals under which you wanted to do 
CEO, HCL between HCL and that company. So, focus on the mergers and acquisitions? New capability 
Technologies how you can enable that, so that the company acquisitions, access to new geographies and 
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_ HCL has managed M&As in the most crucial of times 


making your non-performing business 
performing? In the slowdown, has any of the 
three factors changed? If they have not, then 
M&A is not a three-letter word. It should 

be pursued vigorously. If anything, it has 
become easier. 


a 90, the Axon management stays and 
EE ub etr d 


A: Yes... and all the 2,500 people. 


, Global business environment has 
Q = changed considerably since the Axon 
takeover. To what extent have you lowered 
revenue expectations from your acquisitions? 

m , I think the global economic slowdown 

a has given us the ability to absorb these 
acquisitions. Because we are growing at a 
lower growth rate, there is a better manage- 
ment banquet, there is more time to absorb, 
there is more time to do re-orientation. So, 
the pause button that has been pushed in the 
global market is the most wonderful thing 
that could happen to you from the acquisition 
point of view. 


= acquisitions to contribute to HCL 
ech's growth? 
„a Starting this quarter, I think. Why 
a should they not contribute to growth? 
Now would you see the growth in the business 
that we acquired? Maybe not. 


(Q sessions to contribute to F 


® In terms of profit as well... 


-: Yeah, why not? I don't see any reason 

a why you would not see growth. But the 
way the street looks at growth is wrong. If you 
have acquired X, (they ask) and has X become 
2X. (This is) Wrong. It is like camphor the 
catalyst — you acquired X because you wanted 
to convert the milk into cheese, because cheese 
is more expensive. Now you are asking me 
what has happened to that catalyst. It does not 
matter. But has HCL transformed, has HCL's 
image transformed and hence has the business 
grown? Yes. 


, Are you facing greater challenges 

a integrating these companies into HCL 
Tech because of the recession? 

„ Most companies, when they try 

a and do that, they fail, predominantly 
because they do it at a pace that is not required 


or they are so obsessed with their own so- 
called goodness that they ignore the culture 
and the structure and everything that is good 
about the acquired company. So, I would say 
that integration is the least important thing in 
any acquisition, predominantly because if you 
are acquiring a successful company, then you 
should surround them and enable them. So, I 
change the word integrate to enable. So what 
we did was, from day one, we reverse-merged 
our teams into Axon. So actually Axon, which 
is a high-performance team, bought HCL's 
SAP practice, which became HCL Axon. 


g 90, there were no 
= no re-orientation of salaries and no 
restructuring? 


Amo. 


: Will they never be merged? 

, Will they be merged if we don't change 

= our business? Never. Will they be 
merged if we change business? Yes, because we 
have acquired Axon, not for its SAP practice 
alone. We have acquired Axon for two 
capabilities — consulting capabilities and SAP 
capabilities. Its SAP capabilities need no 
merger. As far as consulting is concerned, the 
bigger question is, where it fits into HCL's 
scheme of things. Once we answer that 
question, then obviously Axon will have to 
play a deep role in that. 


Q a How have you handled the technolo- 
= gical, marketing and distribution 
challenges after the acquisitions? 
y From a relative point of view — between 
a growing organically and acquisition — 
acquisition. The way we have constructed it is 
the least challenging option. However, if you 
grow using only HCL people, then there are 
significant challenges regarding cultural inte- 
gration, ways of working, alignment of objec- 
tives... all those issues. But I think options, 
and I think ofthe least challenging option. 


they using different sets of technologies? 

a All business-facing solutions and 

a technologies of HCL have been scrapped 
and Axon' have been used. So, the front is 
only Axon. The back office system is one 
standard system, which is HCL’. 
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Special Presentation 


Saving Cost The Tech Way 


A direct effect of the recession has been cost-cutting in several forms. Unfortunately, 
technology investments are facing the axe in several companies. While it is important to 
prune out unnecessary spending, one needs to keep in mind that technology can, in fact, 


help reduce cost 


or a business, any kind of saving in cost means 

higher profit margins. And yes, in these troubled 

times, cost-saving measures can make the 

difference between surviving and going under. 
Information technology (IT) is one of the areas where 
businesses usually look at reducing expenditure or 
where people struggle with how to cope given limited 
resources. 

Like Anuj Bhalla, the general manager and business 
unit head, enterprise services at Wipro says, “We've heard 
a lot of questions being asked by our customers about 
‘How do we best manage our IT needs with the present 
budget cuts? Is cutting down on our IT needs a good 
response to the recession?' etc." 

While cutting down on IT assets may free up some 
resources, this is more of a knee-jerk and short-sighted 
response. Technology — often seen as an investment, 
and so a cost centre — can do wonders in terms of cost- 
savings for an organisation. A McKinsey report of 2008 
says, "Targeted IT investments can make operations more 
efficient and increase revenues, delivering returns larger 
than simple cost-cutting measures typically do." 


Technology — often seen as an 
investment, and so a cost centre 

— can do wonders in terms of cost- 
savings for an organisation 





Then again, there is another way of going about this. 
“In this current time, as organisations increase people 
productivity, there is a clear need to increase asset 
productivity and re-use. Technology transformation 
services is a new suite of offerings from Wipro launched 
specifically for this purpose,” explains Anuj. 

Wipro's technology transformation services work in 
one of two ways. "There's the optimise path that assesses 
and modifies the existing setup, thus stretching the 
current IT infrastructure for better business fitment. This 
eventually leads to better sustenance and unnecessary 
cost avoidance. Then there is the prioritise path that 
identifies unavoidable investments like compliance 
cost, which is critical for business and prioritises these 
investments through a technology adoption roadmap, 
ensuring that your budget rupee delivers maximum 
value, at the right time," elaborates Anuj. 

The key objective of this line of services is to maximise 
the effectiveness of IT investments to support business 
and to implement strategies to rein in base costs while 
enabling more nimble, strategically focused and efficient 
organisations. 

This brings us to the other 
area where technology can help 
an organisation in optimising 
resources and cutting down on 
unnecessary cost — operational 
efficiency. | Its about better 
management and utilisation of 
limited resources. 

Business process manage- 
ment: As the name suggests, 
business process management 
(BPM) is about managing the 
processes in an organisation and 
streamlining them to whatever 
possible extent. The more popular 
methodsusedfor BPM are Balanced 
Scorecard and Six Sigma. There 
are several software solutions that 
incorporate one of these methods 
and help streamline processes in 
an organisation. 


~ 


= ` 


Extract more returns:.. “"” 


NN 






M 





Gone are the days when the value of IT was gauged only in terms of parameters 
like uptime and performance. The key question now is 'how can it contribute to 
your company's bottom line in today's unpredictable business scenario?' 
Wipro's Technology Transformation Services can help you take a hard look 


at your existing IT set up, while charting out the roadmap for optimization 
and upgradation. 


IT Landscape Services Technology Adoption Services 


Availability and Recovery Assurance Services Optimization Services 
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Email enterprise.services@wipro.com 
or visit www. wipro.in/tts.html 
to know how you can transform your IT infrastructure. www. wipro.in 
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Where to use technology 


Here's taking a look at some areas where technology can help cut down on cost 


Energy: From measuring and monitoring 
power usage to actually cutting cost by using 
notebooks and LCD monitors, energy-efficient 
technology doesn't just feel good to the pocket, it also 
makes the planet happy. 





Paper: A paperless office may sound like 
a Utopian idea, but technology can help 
achieve it with office automation. And once it 
is achieved, paper and consumables' cost automatically 
come down. 





Travel: There are several ways technology 
can help save travel cost — whether intra- 
city or intercity travel. There are ways to hold 
meetings without having to shelve out lots of money to 
make people travel and stay in hotels. There are also 
ways to make people work from home without spending 





Project management: Projects that stretch over 
a long time and are resource intensive can be better 
managed to save cost, efforts and time-to-market 
using project management solutions. While project 
management as such is not based on technology, 
there are several technological tools one can 
use to make the process simpler, easier 
to understand and more cost-effective. 
So whether a project manager is 
using a Gantt chart, the critical 
path method (CPM), or the 
programme evaluation and 
review technique (PERT), 
there are software solutions that 
make the task simpler. 

Business intelligence: Simply put, 
business intelligence tools help you to put 
together all your data in a structured way that 
enables you to take critical decisions based 
on it. Business intelligence solutions are 
also able to analyse your data and generate 
reports that you can further use. 

Work flow management: Office auto- 
mation refers to everything — processes, 
software, hardware — that enable all kinds 
of office activities to be mechanised. The 


»" 


















c 
Y 
IP 


money commuting up and down. And then there are 
ways to not have to manage several different modes 
of communication. With collaboration technologies, 
video conferencing, unified communication and 
telecommuting, unnecessary cost can be saved. 


Software: Software is critical, software has to 
be bought. New modes of software delivery 
like software-as-a-service (SaaS) and open 
source software come to the rescue. With flexible 
payment options and modular features, you only pay for 
what you use. 
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OpenOffice.org 


Communications: Whether it is marketing 
communication or memos going out to 
employees, using technological tools like the 
Internet can save effort and time. Software to streamline 
communication is also available. 





direct result is the management of work flow. You may 
use it in the form of a document management solution, 
an office suite or office automation hardware. 

Supply chain management: Supply chain manage- 

ment or SCM is about effectively managing every link 
in the supply process to make sure 
that the product is available on time 
and within cost. The biggest benefit is 
that it increases the efficiency of the 
lifecycle of your product. 

Customer relationship manage- 
ment: There are several aspects to 
customerrelationshipmanagement 
(CRM) — contact management, 

lead tracking, customer history, 

marketing campaign tracking, 
sales analysis and call centre 
tracking. 
So while the easy way 
may seem to be to redirect 


resources from using 
technological aids, keep 
in mind that efficiently 


= yi 


allocating these resources into 
cost-saving technology might 
be more beneficial. li 
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AB CASE STUDY 1 


HOW WIPRO'S TECHNOLOGY TRANSFORMATION SERVICES 
ENABLED A FINANCIAL GIANT TO LOWER TCO AND REALIZE WIPRO 
HIGHER ROI Applying Thought 


Challenges Faced By Customer 





= Increasing data generation necessitated increasing storage asset requirements 

« This also in turn increased the disaster recovery requirements for regulatory compliance and business continuity 

= Offhost processing for testing and development without disturbing production was required 

= Other requirements included near to zero downtime of production during backup and minimum availability of 99.99% 


The above challenges were leading to limitations on performance and scalability. The month end bill processing was taking 10 days. 
The customer assumed that high investments would be required to resolve all the above issues. 


How Wipro's Technology Transformation Service Helped the Customer 


» A complete application study on storage requirements in terms of availability, performance, 
scalability, off-host processing and development was carried out 


= Astudy of existing storage infrastructure was done 
» Adetailed capacity planning of storage as a part of consolidation was laid out 


a High storage availability 
= Increased TCO using existing storage assets 
a Zero downtime on production during backup 


« Feasibility study of existing storage assets that needed to be a part of virtualization and off host processing 

= Introduction of virtualization in the solution a High scalability was achieved 

= TCO and ROI calculation on existing storage asset versus adopting virtualization was also a Improvementin performance upto 40% 
presented to customer 


a Month end processing reduced significantly 





A i CASE STUDY 2 


HOW WIPRO'S TECHNOLOGY TRANSFORMATION SERVICES HELPED A LEADING 
TELECOM SERVICE PROVIDER IMPROVE END-USER SERVICE AVAILABILITY 


Challenges Faced 


The customer is one of India's leading telecom service provider, with presence across all states. The customer needed to plan capacity and consolidate 
4 core services running across 6 locations on different servers, with an aim to improve service availability and growth across locations. Key requirements 
of the customer were: 


= Standardization of hardware, software and configuration 
= Higher SLA on solution uptime 


= Server proliferation t 
a Standardized architecture with single 


» Reduced maintenance overhead platform and configuration 
» Reduced cost = Industry Best Practices were implemented 
s Higher scalability with automation and operational guidelines 
» Application and OS level security l =a Servers reduced from 20 to 9 
| = Reduced management overhead 
How Wipro's Technology Transformation Service Helped the Customer = Reduced TCO 
» À complete application study on server requirements in terms of availability, performance, = IT Roadmap to accommodate two years 
scalability, off-host processing and development was carried out growth 
» Astudy of existing platform / server infrastructure was done a implementation of security best practices 
» Adetailed capacity planning of server as a part of consolidation was carried out = Finally, improved end-user service 


availability 





= Adetailed capacity forecast was provided 


enterprise.services@wipro.com www.wipro.in 





Pledging of 
shares may 
not be good 
for promo- 
ters as 
risks loom 


Perils Of 
Pledging 


by Rajesh Gajra 


ONE FOREIGN INSTITUTIONAL INVESTOR (FII) 
client in a UK-India joint venture equity re- 
search firm based in Mumbai told the head of 
the firm that "if you see what I see in the pro- 
moters pledged shares market, you would 
think twice about investing in most Indian 
companies". This FII clients remarks were 
based on an analysis of the quantum of shares 
pledged by promoters of over 400 companies 
since February when the Securities and Ex- 
change Board of India (Sebi) introduced these 
new disclosure requirements. 

The reality, however, is not black and white. 
BW analysed the disclosures of 28 of the 100 
frontline companies belonging to the 50-stock 
S&P CNX Nifty Index and CNX Nifty Junior 
Index that had pledged shares. The results: 
out of the aggregate promoters' holding of 
Rs 2,00,284 crore in these companies, 23 per 
cent or Rs 46,879 crore worth of promoters' 
shareholding was pledged. At first glance, this 
figure seems high. But as a proportion of the 
Rs 24,17,179-crore aggregate market cap of all 
100 companies, it amounted to just 1.93 per 
cent (see ‘Are Promoters Losing Grip?’). 

The data shows that for a major chunk of the 
frontline companies, the threat of promoters 
losing control over their companies does not 
exist, but some do face that risk. 

Pledging is not unknown. Individuals pledge 
jewellery to meet their monetary needs during 
troubled times. This could also apply to firms 
under financial distress. "This sort of activity in 
the pledged shares market tallies with what we 
are seeing in a range of Indian firms, including a 
number of the Sensex constituents, struggling 
with operating cash flow and struggling to meet 
their debt repayments,” says Saurabh Mukher- 
jea, head of India equities at Mumbai-based 
Clear Capital, a research advisory firm and a 
subsidiary ofthe UK-based Noble Group. 

But the situation is not dire. “If a promoter 
has pledged, say, only 20-30 per certt of its total 
50-70 per cent stake, it still retains a 30-40 per 
cent stake in the company. And that is still fine;" 
says Shailesh Haribhakti, executive chairman of 
BDO Haribhakti Consulting, and also a non- 
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executive independent board member of some 
listed firms. “So long as there is appropriate 
servicing of the loans behind the pledged shares, ~ 
it does not create any risks for the promoters.” 

The Sebi-mandated enhanced disclosures do 
not require companies to disclose the reasons 
for the pledge. Barring a few, most of the com- 
panies that have disclosed this information 
have not revealed the purpose behind it. “You 
have to watch out for promoters that have over- 
leveraged themselves into un-related busi- 
nesses, particularly real estate (if the company 
is not into it as a core business),” says Girish 
Vanvari, executive director-mergers and acqui- 
sitions at KPMG India. 

Vanvari points out that if the promoters put 
the borrowed funds back into the company’s 
core business, investors can still give them the 
benefit of doubt. But a pharmaceutical com- 
pany' promoters putting the borrowed money 
into land development or real estate should 
make investors suspicious. 

Investors give significant weightage to the 
commitment of promoters to their companies. 
Any invocation of their shares (pledged as col- 
lateral to lenders) due to non-payment of loans 
borrowed by the promoters can theoretically 
lead to the lenders taking control of the com- 
pany or selling the stake in the open market. 

In the Satyam case, some lenders with whom 
the promoters’ shares were pledged invoked the 
pledge and sold the shares in the open market. 
Can other promoters also lose control simi- 
larly? “I believe that some will, but most won't,” 
says Mukherjea. “Indian promoters are likely to 
be able to exert control on lenders (through so- 
cial and business contacts) so that the lenders 
do not move in to seize control.” 

It is believed that some institutional share- 
holders — particularly insurance firms, banks 
and financial institutions, but largely excluding 
domestic mutual funds and FIIs — act as prox- 
ies for promoters. This gives power to the pro- 
moters to influence voting decisions even if 
their stakes go below 25-30 per cent. 

For instance, if an investor were to theoreti- 
cally look at the 31 December 2008 sharehold- 
img pattern of Mahindra & Mahindra, he would 
see the promoters’ holding at 26.5 per cent. The 
company’s disclosures in February revealed that 
8 per cent stake was pledged by promoters. 
Theoretically, if the company’s promoters were 


to lose the 8 per cent due to any invocation by =~ 


the lenders, then their stake would fall to 18.5 
per cent. Hypothetically, the 23.2 per cent hold- 
ing by insurance companies, banks and finan- 
cial institutions could then be used as a proxy to 
serve the promoters' interests. 

Ironically, the lenders themselves are at risk if 


Are Promoters Losing Their Grip? 


_ The frontline 100 index stocks do not show immediate signs of loss of control for promoters, but some companies do face that risk 





| PROMOTERS’ PLEDGED SHARES’ 


PROMOTERS’ TOTAL SHAREHOLDING* * * 
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As % of total As% of total | 
| equity issued value equity issued value” cos 
NIFTY STOCKS: 
Mahindra & Mahindra 12,168 8 973 27 3,224 
Reliance Communications 43,747 13 5,687 66 28,917 
Reliance Capital 11,497 4 460 54 6,151 
Reliance Infrastructure 14,921 16 2,387 37 5,566 
Suzlon Energy 8,615 29 2,188 66 5,669 
Tata Communications 16,459 11 1,810 76 12,542 
Tata Motors 10,204 13 1,367 47 4,806 
Tata Power 19,599 15 2,940 33 6,527 
Tata Steel 19,080 14 2,671 34 6,487 
Tata Consultancy 58,966 12 7,271 76 44,932 
Unitech 6,834 49 3,369 68 4,613 
Total of above 11 stocks 2,45,445 12 29,821 52 1,27,416 
Balance 39 Nifty stocks 18,48,352 - E " "BS 10,37,002 
Total of all Nifty stocks 20,93,797 - - 57  11,64,418 
Promoters’ pledged shares of above 11 stocks as a % of all Nifty stocks’ aggregate issued equity capital: 1.4 
Promoters’ total sharholding of above 11 stocks as a % of all Nifty stocks’ aggregate issued equity capital: 6.1 
JUNIOR NIFTY STOCKS: 
Adani Enterprises 8,339 27 2,260 75 6,247 
Ashok Leyland 2,707 18 487 39 1,045 
Asian Paints 7,553 16 1,193 50 3776 
JSW Steel 6,501 29 1,859 45 2,951 
Tata Teleservices (Mah.) 5,047 50 2,523 66 3,313 
United Spirits 7,077 33 2,335 37 2,588 
Wockhardt 883 57 380 74 650 
Total of 17 Jr. Nifty stocks? 1,28,057 14 17,731 57 72,867 
Balance 23 Jr. Nifty stocks 1,95,325 - - 59 1,16,064 
Total of all Jr. Nifty stocks 3,23,382 - - 58 1,88,931 


Promoters’ pledged shares of 17 Junior Nifty stocks as a % of total Junior Nifty stocks’ aggregate issued equity capital: 5.5 
Promoters’ total sharholding of 17 Junior Nifty stocks as a % of total Junior Nifty stocks’ aggregate issued equity capital: 23 
illncluding Apollo Tyres, Dr. Reddy's Lab, GMR linfrastructure, Indian Hotels, Jindal Steel, Jaiprakash Associates, Lupin, Moser Baer India, Mundra Port and Raymond, which had pledged shares disclosures; *In Rs crore, as on 7 


April '09; **as of 16 Apr '09, and as of end of Feb '09 for the aggregate balance of Nifty and Junior Nifty; ***In %, as of 31 Dec '08 


the promoters default. *Even if a lender moves 
in to seize the company, it is left with control of 
a company which it has no operational knowl- 
edge of,’ says Mukherjea. “Once the lender 
seizes control, the stock price will plunge, which 
will reduce the value of the lender’s security.” 

In the West, promoters do not have the flexi- 
bility to pledge their shares. “The UK does not 
have a pledged shares market on anything com- 
parable to the scale we see in India,” says Clear 
Capital’s Mukherjea. “This is largely because 
British banks are reluctant to accept listed com- 
panies’ shares as security for working capital 
loans. And I suspect that most of the banks in 
the developed world hold a similar attitude.” 

Companies and market intermediaries are 
normally wary of regulatory pressures on disclo- 


sures. But the issue of promoters pledging 
shares warrants further tightening. Sebi can ask 
companies to reveal the end use of funds bor- 
rowed through pledged shares. There is also a 
lack of clarity on the implications of Sebi’s 
takeover norms on the continuous potential of 
pledged shares being invoked by the lender. In 
such cases, a lender ends up acquiring a substan- 
tial stake in a company without having to com- 
ply with the disclosures of creeping acquisition. 

Promoters of India Inc. might be breathing 
some sigh of relief at the moderate stockmarket 
rally in April. But smart shareholders would 
still be watching the status of pledged shares 
every quarter. 








rajesh.gajra (a)abp.in 


4 MAY 2009 67 BUSINESSWORLD 


— p 


MO O WO DO 





Source: BW Research, Enam Research and Capitaline Plus 


TRAVEL 


Pack these, too 


THE GREAT INDIAN SUMMER IS HERE. SO 
are school vacations, and plans 
of utilising a part of them 
travelling. Apart from ticketing 
and other paperwork, what to 
pack calls for some conside- 
ration. It depends, largely, on 
where you are headed — 
whether to mountains or beach- 
es, a luxe resort or a health spa, 
to balmy or cold weather, in 
India or abroad. Packing right 
requires a certain balance — 
neither too much, nor too little, 
and always with some room left 
over for shopping. While travell- 
ing light is always appealing, 
here's a round-up of things you 
might not want to leave behind. 
This is stuff that makes a holi- 
day more enjoyable and hassle- 
free. They are things that are, 
ironically, as overlooked as they 
are handy. Before getting 
started, you might like to follow 
this list first. 

by Lalitha Sridhar 





BARE ESSENTIALS: 
Outdoor travelling 
requires smart planning 
and smarter packing 





Tl. 
* THINK SHARP 


NO, YOU WILL NOT BE ALLOWED TO TAKE A SWISS 
Army knife in your hand baggage if you are 
flying, but that's no cause to leave it behind. So 
ideal on a trip for cutting a stubborn packet or 
an orchard-fresh fruit, the Swiss Army knife 
remains the best basic multi-tool-set for those 
on the move. Victorinox, the brand Swiss 
cutlery maker Elsener named after his mother, 
is celebrating its 125th anniversary this year. 
Its undiminished popularity and instant brand 
recall makes it an obvious first choice. 
Although most Swiss Army knives in the 
Victorinox catalogue have common tools, 
choose what you like from a vast, nearly 
customised range — the Altimeter Plus knife 
has, for example, among other things, 

™ tweezers, toothpick and a digital altimeter that 
displays heights up to 15,000 ft. That said, the 
compact and light Leatherman’s Core and 
New Wave Multitools, made in the US, are 
basically pliers with an assortment of 
additional tools such as wire-cutters, 
screwdrivers, knives, a ruler and can opener 
that fit compactly into its handle. Leatherman 
fans have a just cause, too. 





CUTTING EDGE: The 

altimeter plus knife by 
Victronix is among the 
best buys for travellers 


us — SEE THROUGH 


OUTDOOR TRAVEL IS ALMOST INCOMPLETE WITHOUT A 
good pair of binoculars. A pair of high-quality 
binoculars is defined by great optics — bright images 
and a large viewing area. It is not so much a hole 
through which to peer, but a magic window that 
draws everything closer for a better view, and 
without even the (apparent) screen of a glass. A 





MAGIC WINDOW: good pair of binoculars is so comfortable to use 
Binoculars from Carl that looking through it is a pleasurable activity, 

Zeiss and Leica are which does not cause eye fatigue even if we gaze for 
preferred for their long, and in dim light. Best of all, it is an easy-to-carry 
clarity l light-weight accessory with some interesting features. 


The Carl Zeiss Sports Optics’ (the German legend, 
established 1852) Zeiss Victory Compact 10x25 T 
has an ergonomic design and is cased in fibreglass, 
which makes it particularly suited for nature 
observation. Its fog-proof body makes it well suited 
for even the most extreme weather conditions. The 
Barska 10x25 Style is liked for its roof prism (which 
narrows the model, as opposed to the conventional 
porro prism) and BK-7 lenses. The Opticron 10x25 
Aspheric offers images of high clarity, and is 
waterproofed against mist or sudden rain. The Leica 
Ultravid HD has startlingly real, nearly three- 
dimensional images, and a focus knob that is easy to 
use and intuitive. Finally, the Nikon Monarch is a 
bestseller for its movie-screen like visuals, sealed 
optics and waterproofing. 
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THE 
INTERNATIONALLY 
ACCLAIMED SERIES 

IS BACK. 
PREPARE TO GET I-A 


pleasurable activity 
while on the move 





SHOW TIME 


WHEN IT RAINS SUDDENLY IN THE HILLS, THERE IS NOTHING QUITE AS 
perfect as enjoying a good movie in the cosy interiors of a room. If the m 
idea of packing a portable DVD player holds such appeal, keep a few 
things in mind: it is the battery that makes it so heavy, even if it looks 
compact (as it will) — weigh options carefully and literally before 
buying. Keep a lookout for high quality S-Video (for video), Optical Out 
(for audio) outputs and virtual surround sound; double headphone 
jacks add to user-friendliness considerably. Also, look out for larger 
built-in screens. Although players without a screen are handier, you 
must then ensure there is some other screen with which to play your 
movies. For those times when you won't be able to hook your DVD 
player up to a home entertainment system, consider a model that has 
virtual surround sound. The length of the battery’s life is also important. 
The following are among the hits in the DVD players’ market: Toshiba's 


hdl | SD-P71S is a relatively modest, budget offering with a 7-inch screen; the 
SILVER | Japanese company's SD-P915S offers better features such as a swivel 
PROTECT 4 and flip display 9-inch screen, built-in speakers and dual headphone 
RESENTS | | | mE jacks; the bright (in five colours), beautiful and rugged Sony DVP- 


FX8205 8-inch swivel screen and six-hour playback comes with dual 
headphone jacks, a remote control, AC and car adapters; and the 
Philipss DCP951 is a hybrid offering video playback with a 9-inch 
display plus a built-in iPod slot and a built-in memory card reader, 
although the rechargeable battery lasts only two-and-a-half hours. 


~~ 


SMART BUY: 


= " : 
Starts 30th April. [ieee 
z for runners 
Thu-Fri 10pm 





NIVEA 
PRESENTING DR MEN ASSOCIATE 
SPONSOR SILVER SPONSOR 





AMPLE SPACE: 
High-capacity memory 
cards for digital 
cameras are important 
for photography options 


4 EE A TRUE MEASURE 


INVEST IN A GOOD WAIST PACK, WHICH ALLOWS FOR HANDS-FREE 
travel with all essentials, including critical stuff such as 
passport, and money, safely within reach. Note that some 
have reassuring security features. If you prefer a more flexi- 
ble design, opt for waist packs that double up as shoulder 
bags and have adjustable straps; some are specifically 
designed as camera bags. And, you can't go wrong with 
Samsonite’s waist packs, which are rugged, smart and 
roomy (look out for the music player pocket that comes with 
an earphone opening; the Royal Traveller is very cool). 
Apart from specialised waist packs, such as CamelBak's 
FlashFlo 2008 used by runners needing hydration, waist 
packs can also be a style statement, as are Victorinox's 
Lumbar and Ground Force Ranger, and the Louis Vuitton 
MG Waist Pouch 03, all highly sought after accessories. 


SUITCASES OF MEMORIES 


OF COURSE, YOU HAVE PACKED YOUR DIGICAM. 
But how about some additional memory? 
This extremely essential piece of camera 
equipment is often neglected by most amateur 
photo enthusiasts. Majority of digital cameras 
come with very low capacity in-built memory 
cards, and the higher your camera’s megapixel 
count, the more memory you will need. 
Although camera specs state how many 
pictures can be stored in a memory card, 

your picture file type (high res TIFF or RAW 
files grab more room), content and 
compression determine how much you are 
actually able to keep. But one has to be careful, 
as memory cards are known to get corrupted 
easily, don't put all your pictures in one 
memory card. Packing more than what you 
think you need is advisable — vacations have a 
tendency to exceed expectations. 

CompactFlash (all digital SLRs and most 
high-end digital cameras are compatible, but 
look out for the Type I and Type II specs) is 
one of the most widely used memory cards. 
They can be used directly in a PC Card slot 
with a plug adapter, and are available in 
capacities from 512 MB-100 GB. But the 
smallest available memory cards are the 
Secure Digital and MultiMediaCards, which 
fit into very small cameras as well as some 
PDAs, organisers, phones and MP3 players. 

xD Picture Cards, compatible with any 
camera that has a CompactFlash adapter, 
were first introduced by Olympus and Fuji in 
2002. Whereas the memory stick was 
developed by Sony for their CyberShot 
cameras and other electronic devices, and is 
largely used only by them. The largest capacity 
memory sticks currently available is 16 GB. 
The MicroDrive card (try IBM’s), which 
remains more affordable, can be unreliable 
and slower, and uses up a lot of your camera's 
battery power. 

Finally, pack a decent card reader, another 
under-rated device, to download digital 
memory into your computer much faster, 
without using up your camera’s battery, and 
the hassle of cables. Consider the Lexar 4 GB 
Professional Series 133X CompactFlash Card 
with write acceleration, which comes with 
excellent storage and speed, even for digital 
SLR users. Apart from the Sony Memory Stick 
High Speed PRO Media that can write up to 
80 megabits per second, the Hitachi 6 GB 
Microdrive High-Capacity Ultra-Miniature 
Hard Drive, and FujiFilm’s 1 GBXD Memory 
Card are also good options. 
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Technology, Science, Innovation... 


PLATINUM RISK: 
Demand for catalytic 
converters in cars has 
spread Osmium across 
the globe 








Pollution catalysts 

Catalytic converters are supposed to help 
reduce pollution from cars. But it turns out 
that they spread pollution too. The pollutant is 
a type of platinum-group metal called Osmium 
that is now spreading across the world in a thin 
layer. It has not reached toxic levels yet, but 
scientists are beginning to be concerned. 

The metal platinum in catalytic converters 
reduces carbon monoxide and nitrogen oxides 
from automobile exhausts. However, small 
amounts of Osmium tetroxides are released 
while manufacturing platinum. This 
compound can damage our eyes and skin on 
contact, and lungs if inhaled. Platinum is also 
released while driving, but the toxicity of this 
metal has not been established yet. 

Scientists at the Dartmouth College in New 
Hampshire measured these metals all over the 
world. They found higher than expected 
concentration in continents and at the poles. 
They also analysed the source, and found that 
mineral processing was the main culprit. 
Osmium could be removed during ore 
processing by scrubbing. While there is no 
cause for worry yet, the scientists say that the 
metal concentration has to be watched closely. 


A heart's desire 
A start-up in San Jose, California, has launched 
a wireless solution to continuously monitor the 
health of the heart. It consists of a small sensor 
that monitors the heart and sends data to a 
device near a patient (in his or her pocket), and 
then from the device to the company’s servers. 
Complex algorithms will then analyse the data 
to detect early warning signs of a heart attack. 
The company, called Corventis, launched the 


BLOOMBERG 


device on 21 April after clearance from the 
Food and Drug Administration. The most 
interesting aspect of this device is its small size 
and unobtrusive nature. The symptoms of an 
impending heart attack can be detected even if 
the patient travels anywhere in the world. And 
when treated immediately, many symptoms do 
not trigger a heart attack. 

The device can detect many problems, 
including arrhythmia or irregular beating of 
the heart, a condition that is very common 
around the world. It can also detect the build- 
up of body fluid, often a precursor to fluid 
accumulation in the lungs, and sometimes 
heart failure. The device is now undergoing 
trials on whether it can actually predict a 
heart failure. Corventis is developing a similar 
device to monitor sleep apnea, another 
common problem and a risk factor for 
heart attacks. 


High-speed thrills 
Bluetooth is a cool 
technology, but it is 
not quite there vet 

if you are using it to 
transfer images and 
video. Now there is a 
new version of it that 
can let you do it 
smoothly. It is actually 
a new standard 
approved by the Bluetooth 
Special Interest Group, 
which consists of 
companies such as 
Nokia and IBM. 

The new version is called 
Bluetooth 3.0. Device 
manufacturers can design 
products around it, which can use either 
Bluetooth or WiFi to send data to another 
device. Bluetooth is slower than WiFi but also 
consumes less battery power. For example, 
Bluetooth can send data at speeds of 3 megabits 
per second at the most. A combination of these 
two technologies can let devices send data at 
speeds of 24 megabits per second. 

Wireless chip manufacturers are planning to 
include the new standard in products next year 
onwards. There are 2 billion Bluetooth devices 
in the world today, most of which send data at 
very slow speeds. 








P. Hari in San Francisco 
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Fast Facts 
Born 

20 August 1946, 
Mysore 


Education 

BE (electrical) from 
Mysore University 
and M.Tech from 
IIT-Kanpur 


Awards Won 
Padma Vibhushan 
and Officer of the 


Legion of Honour 
(France) in 2008 


‘We must 


walk the talk 


- N.R. Narayana Murthy 
Co-Founder, Chairman of the Board and Chief Mentor of Infosys 


A COLLECTION OF SPEECHES BY INFOSYS'S 


co-founder N.R. Narayana Murthy, A Better 
India: A Better World (Penguin), highlights 
his views on issues dealing with national 
development, good values and betterment 
of the country's education system. In an 
interview with BW's Dhanya 
Krishnakumar, Murthy talks about his 
recipe for a better India. Excerpts: 


Q a You say discipline is the bedrock of 
a individual, community and national 
development, and India lacks that... 
A „ People imbibe what they see and learn 

= from senior people. If we can create a 
culture in Delhi where every minister comes to 
work at 9 am, then everybody will follow suit. 
If I say I will come at 10 am, but you must be 
here at 8 am, things won't work. While I was 
working, I used to come in at 6 am; the reason 
is that secretaries wake up their children, give 
them breakfast, take them to school or bus 
stops, then take a bus and are here by 7.45 am. 


JAGDEESH NV 


If they can be here, then my appreciation for 
them has to be shown by my being here at 6 
am. The only way to inculcate any value in the 
younger generation is if we walk the talk. 


Q , You have said in your book that while 
a the economic energy is in the urban 
areas, the electoral strength is in the rural 
areas. How does one bridge this divide? 

a First of all, we need leaders who 

a understand urban and semi-urban, rural 
and middle class, the educated and the not-so- 
educated. And these people need to support 
both urban and rural on some counts. In all 
countries that have made economic progress, 
there is a continuum of urbanisation, whether 
it is the US, China or India. But you cannot 
escape that the infrastructure and facilities in 
urban areas will be better. The solution is to 
leverage the strength of the accelerated 
economic growth in urban areas to bring 
about change and development in rural areas. 


a The Samajwadi Party manifesto talks 

= about promoting vernacular languages 
and penalising English-medium schools that 
charge high fees. And you call English the 
link language of India in your book... 

It is. If we want our children to have 

s quality jobs, they have to be reasonably 
good in English. There are three basic pieces 
of development: a paradigm where people 
practice values, work ethics, discipline, 
honesty and they have high aspirations; a set 
of leaders who espouse such a value system 
and become role models for the people; the 
elite who do not create asymmetry of benefits 
in their favour. What has been said by the 
Samajwadi Party is an example of this 
asymmetry. The rich and the powerful will 
send their kids to English-medium schools, 
but we do not want the poorer people to get 
the same education. The correct thing to say 
would be: we will subsidise English-medium 
schools so that the poor can also go there. 


a What are the changes you would like to 

a see in our educational system? 

, The need of the day is to move people 

s away from agriculture to low-tech 
services and manufacturing. Illiterate or semi- 
literate people also need jobs, and so we need 
to begin focusing on low-tech manufacturing. 
Again, we need to play up the importance of 
vocational jobs. We lack good plumbers, 
electricians, carpenters, etc., but our society 
looks down upon anything but a white-collar 
job. And finally, we need to enhance the 
problem-solving orientation of our universities. 
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BROWSING 


Kiran Pande 
President, ECI 
Telecom India 


| am reading Our Iceberg 
Is Melting by JOHN 
KOTTER and HOLGER 
RATHGEBER. With global 
warming as the backdrop, 
the book is a masterpiece 
on leading change. It 
takes you through the 
challenges faced by a 
penguin in trying to 
convince others about an 
impending disaster; how 
they respond to this crisis 
and the various dynamics 
between them. It teaches 
us to how to influence 
groups and shape 
opinions. | try and 
balance management 
reading with non-fiction. 
On my list is The Rest Is 
Noise by Alex Ross. 











by paromita shastri 


ECONOMIC DEMOCRACY THROUGH 
PRO-POOR GROWTH; EDITED BY PONNA 
WIGNARAJA, SUSIL SIRIVARDANA AND AKMAL 
HUSSAIN; SAGE PUBLICATIONS 2009; 

PAGES: 363; PRICE: Rs 695 


IN SOUTH ASIA, ESPECIALLY INDIA, ANTI-POVERTY 
programmes have been a slightly more elegant 
application of what J.K. Galbraith called the 
horse-and-sparrow economics: "If you feed the 
horse enough oats, some will pass through to 
the road for the sparrows.” The oats were always 
enough for the horses. But over time, there were 
fewer pass-throughs or, worse, many healthy 
predatory birds overtaking the sparrows. 

Not surprising then that even 60 years after 
freedom from colonial rule, the most vibrant 
debate in the region is on how to feed the spar- 
rows. Growing food insecurity has brought into 
relief the inexplicable persistence of poverty, 
hunger and malnutrition in large parts. The 
number of people with little access to the basic 
rights of life such as three-square meals a day, 
safe water, healthcare and elementary educa- 
tion is now closer to 60-70 per cent of the popu- 
lation, especially in India — the largest concen- 
tration of the marginalised. 

The authors of ECONOMIC DEMOCRACY 
argue this is mainly because the governments 
ignored the primary rural nature of their 
economies and people, and adopted a techno- 
cratic model of development that is increasingly 
in disrepute. This should now be dropped in 
favour of ‘pro-poor’ growth, which treats the 
poor at the centre of every effort, and is not im- 
posed on them by the state (including the elites 
that feed on the state). Such pro-poor growth is 
enabled by an economic democracy whose hall- 





PONNA WIGNARAJA is chairman of South Asian 
Perspectives Network Association (Sapna), Colombo, 
Sri Lanka. 

SUSIL SIRIVARDANA is chairperson, Participatory 
Institute for Development Alternatives and associate 
coordinator, South Asian Perspectives Network 
Association, Colombo, Sri Lanka. 

AKMAL HUSSAIN is distinguished professor, 
Beaconhouse National University, Lahore, Pakistan. 
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marks are many affordable choices, wide access 
to those choices, responses from people at the 
base, distributive equity, and leadership from 
among the poor. 

The book goes on to provide the theoretical 
framework of this growth, mainly participatory 
action, as conceptualised in the work of the 
South Asian Perspectives Network Association 
(Sapna), Colombo, since the 1980s (this is the 
eighth study report) on “constructive and imagi- 
native dissent” against “received wisdom and a 
priori theorisation". It begins with elaborating 
the theoretical underpinnings of the approach, 
the point of departure provided by the ISACPA 
(Independent South Asian Commission for 
Poverty Alleviation) 1992 report, and the 
process of formulating a participatory action 
praxis. This is buttressed by instances of new ex- 
periential learning in Sri Lanka and Nepal, and 
studies from India, Bangladesh and Pakistan on 
what stops decentralisation processes from em- 
powering the poor. The answers do not cheer: 
the Kerala panchayati raj is riddled with corrup- 
tion and not empowering at all. After years of aid 
and experimentation, Bangladeshi society has 
become not only ‘social capital’-rich, but also 
very ‘upwardly mobile’ — potentially explosive 
since 44 per cent of the people are very poor. 

Amid billion-dollar incentive programmes 
being launched around the world — ostensibly 
to jumpstart economies but to really fill gaping 
holes left behind by unscrupulous economic 
agents — this book quietly makes the case for an 
alternative approach rooted in the cultural and 
social milieus of the communities to empower 
the poor. It concludes aptly by emphasising the 
need for a new social contract between the state 
and the poor to create countervailing people's 
power that may ultimately become the building 
blocks ofthe political democracy. 

Since the authors call it a work in progress, it 
is pertinent to raise some questions at this junc- 
ture. The first seems mere semantics, but is 
more. In an economic democracy, pro-poor 
growth sounds a bit like the quota system. 
Would pro-poor growth bypass the rich? Un- 
likely. Is pro-poor growth automatically equi- 
table? We do not know unless we have tried it. Is 


social mobilisation/ownership or participation 
of the poor a process to ensure growth, or is it 
to ensure distributive equity? There are no 
clear answers yet. 

Second, how does one make the poor ‘sub- 
jects’ of this process to include them in the 
mainstream? Who decides the mainstream? 
When the poor are over half of the population, 
don’t they constitute the mainstream? Using 
the word ‘inclusion’, the buzzword in India cur- 
rently, assumes ironically that the poor want the 
same technocratic development that is cur- 
rently disparaged. There can be many social 
mobilisation processes to create people power 
— and often, a combination serves better — but 
first, the objectives must be clear as daylight. 

I am also surprised that most of the *remark- 
able results" in the first four months of the Pun- 
jab provinces poverty programme (Akmal Hus- 
sain) were achieved *by the Grace of God". 
Editing oversight? Also, there is no account of 
the programme after October 1998. Since sus- 
tainability and replicability are the weakest links 
of anti-poverty plans, such neglect is a pity. 


Paromita Shastri is an independent journalist 


M ande s. jd 
Stranger. Religion 
STRANGER TO HISTORY 
A SON'S JOURNEY THROUGH 
ISLAMIC LANDS; 

AUTHOR: AATISH TASEER; 
PUBLISHER: PICADOR INDIA; 
PAGES: 323; PRICE: Rs 495 
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AATISH TASEER'S LATEST BOOK IS DIFFICULT TO 
categorise; it is more than an autobiography 
since he tackles Islam's complex facets. One 
may call it a travelogue, but the story of Taseer's 
29 years is such that it cannot be ignored. 

Born to Indian journalist Tavleen Singh and 
the Lahore-based politician Salman Taseer, 
Aatish shared a complicated relationship with 
his father. He never met Salman until he turned 
21. He tried to establish contact with his father 
through letters and phone calls, but in vain; 
Salman simply did not want to talk to him. And 
when he did, Salman wrote a stinging letter to 
his son criticising him for lacking “even the su- 
perficial knowledge of Pakistani ethos”. 

To understand his father’s religion, Aatish 
undertakes a journey through the Middle East, 
to trace the genesis of Islam, and intersperses it 
with his life story. 





As he travels through Syria, Turkey, Saudi 
Arabia, Iran and Pakistan, he encounters sev- 
eral “world systems”, sub-cultures and people. 
Fatih Carsamba in Turkey teems with Muslims 
who feel uncomfortable with the country’s secu- 
larism. Damascus erupts like a volcano after 
cartoons of Prophet Mohammad are published 
in a Danish newspaper. At Mecca, Aatish wor- 
ries about the Lord Shiva tattoo on his shoul- 
der; in Iran, he is surprised to find members of 
the Hare Krishna sect. 

Like the father-son relationship, Stranger To 
History is a complicated and troubling tale. 
Nevertheless, it is an important book; one that 
seeks to tackle the complexities of an often mis- 
understood religion and region. 

—Aayush Soni 


SELECTION 2 
The Soul 
Vacation 


GEOFF DYER'S JEFF IN VENICE, 
Death In Varanasi (Random 
House) does not have much 
of a story line: Jeff is a free- 
lance journalist who does not 
like to write. He loves drugs, 
and follows an unstructured life. 

Jeff gets to go to Venice for an art festival, and 
to Varanasi on an assignment. He stays back in 
Varanasi, long past his deadline; finds the city 
enchanting and repulsive to begin with, and 
later gets absorbed in it; and gradually slips into 
the nothingness state of mind. 

The book is across between fiction and non- 
fiction, with first-person essays from the two 
cities. The only common thread is that both 
are Jeff's experiences, and occur one after an- 
other in almost the same time space, Venice 
preceding Varanasi. 

The Venice experience is younger, bubblier, 
laced with sex and drugs, and deals with the 
glamour and parties ofthe Biennale Festival. Af- 
ter that, the author brings Jeff to 
India, to Varanasi, to the Ganges, and to the 
Manikarnika Ghat. The character, who we know 
as dissatisfied and bored with life in the ultra- 
modern settings of Europe, reaches one of the 
most ancient and significant places on Earth. 

Reading the book is a choice, like the author 
says while introducing Jeff in the beginning of 
the book. Go through the Venice part if you are 
travelling by air or are stranded at an airport; 
the Varanasi part if you aspire to know the city, 
knowing fully well that you will never know it. 
—Amandeep Sandhu 
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THE STORM: 

THE WORLD 
ECONOMIC CRISIS 
& WHAT IT MEANS 
BY VINCE CABLE 
ATLANTIC 

This book is likely to stir 
mixed emotions. A reader 
would probably agree 
with the author's critical 
judgements and admire 
the extent of his financial 
expertise. But the fact 
that Cable — as the 
economic spokesman for 
Liberal Democrats — had 
caught on to the imminent 
housing bubble in 
England almost six years 
before it burst makes one 
lament why the financial 
crisis could not be 
averted. In the wake of 
the global recession, the 
author's solutions to the 
current crisis and his firm 
faith in the liberal market 
system are instructive. 
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Tongues Hanging Out - 





Laws work hest 
when they are 
consistent with 
people's goals; 
if people keep 
money abroad, 
it must be 
because it 
cannot easily 
be sent abroad 


WHETHER LAL KRISHNA ADVANI HAS TURNED THE 
elections in his favour or not, it will take some 
time to find out. But he has certainly changed 
the course of public discourse. His talk of bring- 
ing back billions and trillions of black money 
from Swiss banks within the first hundred days 
of his coming to power has fired the imagina- 
tion of the middle class. Just imagine 
not having to pay taxes for years, and 
not having to suffer politicians’ de- 
predations. The prospect is too en- 
ticing; everyone wants desperately to 
believe that Advani is right. 

His dramatic raising of the issue 
has also brought back into public 
memory similar dreams of earlier 
times. The idea that Indians salted 
away money in Switzerland is an old 
one; it belongs to the pre-reform, so- 
cialist age. For that is when income 
tax levels were crippling — for some 
years, 97.5 per cent of income above 
a certain level was taxed away. More 
important, even someone who was 
prepared to pay 97.5 per cent was un- 
likely to be able to earn enough to 
pay it. There were so many controls 
on industry that earning income above a certain 
level was possible only by doing something ille- 
gal, such as selling in the black market or misin- 
voicing transactions. Even if a rich man wanted 
to send ason abroad for education, he could not 
send him more than a certain amount except il- 
legally. The draconian restrictions led to ram- 
pant evasion in a certain class. 

But even in those days of intrusive socialism, 
there were better and more accessible ways of 
evading taxes than taking money to Switzer- 
land. The best was real estate; investment of 
black money in it continues to this day, al- 
though its proportion has gone down. It had 
two advantages over a Swiss account. First, 
strategically located real estate was sure to ap- 
preciate in the long run. A Swiss account paid 
hardly any interest. Its value would go up if the 
rupee depreciated, and it did depreciate. But a 
bet on real estate appreciation was much safer 
than on rupee depreciation. And second, to use 
a Swiss account an Indian had to travel to 
Switzerland; he could utilise black money in his 
real estate at any time from his home. Invest- 
ment in real estate was accessible to many more 
Indians than a Swiss account. 


After the tortures of socialism passed, it has 
in a sense become easier to open a Swiss ac- 
count. It is much easier now to travel. And the 
Reserve Bank of India allows every Indian to 
take $10,000 during a year when he travels, and 
to transfer $25,000 a year. These sums cannot 
build up into trillions, but the government is 
also much more liberal in allowing Indian busi- 
nesses to have a presence abroad. And if Indian 
businesses are holding working balances in for- 
eign banks — even Swiss banks — as part of 
their business abroad, they are thereby serving 
national interest. Indignation a la Advani 
would be quite misplaced in their regard. 

It is also necessary to recall why socialism 
failed and India liberalised. It was out of the re- 
alisation in P.V. Narasimha Rao’s government 
that India worked best when its laws were con- 
sistent with Indians’ self-interest. If the govern- 
ment banned the import of gold, it was only 
making gold smuggling profitable and thus en- 
couraging it. If the government took away most 
of someone’s income, it was inviting tax evasion. 
That is why it legalised gold imports and mod- 
erated income tax. If there is still illegal transfer 
of money abroad, the government should ask it- 
self which of its laws, restrictions and practices 
make such transfer profitable. 

This is a point that the Bharatiya Janata 
Party, being close to businessmen, should be the 
first to see. It is quite ironical that Advani of all 
people should raise the issue of Indian money 
abroad — and not pause to ask what would 
make the holding of such large balances abroad 
profitable. Or perhaps it is not suprising. He 
mistook the total, legitimate deposits in Swiss 
banks as illegal money. Someone who can make 
such an elementary mistake cannot be expected 
to look for the business sense of transactions. 

Obviously, Swiss banks are not going to dis- 
close how much fugitive Indian — or any other 
— money they are holding; so all the estimates 
that are floating around are estimates at best, 
and figments of imagination at worst. The best 
known estimates are those which compare the 
values of international trade and investment 
flows recorded by the governments of host and 
destination countries. Where a country levies 
an import or export duty on a product, it creates 
an incentive for the importer to underprice it. 
Instead of looking for criminals, Advani should 
be looking for reasons that make people act the 
way they do. 
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This Econom 


ON WEDNESDAY, 29 
April, the US GDP 
numbers came out 
and they were hor- 
rendous. The US 
economy had con- 
tracted by 6.1 per 
cent in the first quar- 
ter of 2009. This was 
on the back of the 6.3 
per cent that it had 
contracted in the last 
quarter of 2008. 
Bloomberg pointed 
out that this was the weakest six- 
month performance by the US 
economy since 1957-58. Mean- 
while, the March unemployment 
data for the US showed that jobs 
continued to be lost at record rates. 
Most economists are predicting 
that the US recession will continue 
for some more time. 

In India, there seems to be far 
more hope and optimism on the 
economic front. Prime Minister 
Manmohan Singh said if the Con- 
gress is voted to power, he will fix 
the economy in 100 days. Deputy 
Chairman of the Planning Com- 
mission Montek Singh Ahluwalia 
says the growth in 2009-10 will be 
between 6 and 7 per cent, which is 
higher than the 5 per cent or below 
that some others had predicted. 





Sensex is at a six- 
month high. 

Is the worst over as 
far as India is con- 
cerned? Are all the 
people who said 
India would recover 
much faster than the 
rest of the world 
turning out to be 
correct? 

On the ground, the 
evidence is decidedly 
mixed. The corporate 
results that have come are not all 
that happy. Most companies have 
registered sharp falls in the net 
profit and often in revenues as well 
in the past couple of quarters. The 
top three of the Indian IT industry 
are predicting a gloomy year 
ahead. Housing prices are still 
falling and people are still averse to 
taking loans. And most banks are 
still wary of giving loans to the best 
of borrowers despite all the liquid- 
ity in the system. 

At the same time, sales in certain 
sectors have started creeping up. 
Cement prices are rising and auto 
sales have shown a marginal 
uptick. A few companies have actu- 
ally started making noises about 
hiring people. Some projects that 
had gone into a deep freeze mode 
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The stockmarkets, meanwhile, 
seem to have recovered quite a bit 
of cheer. On Wednesday, the BSE 
30-share sensitive index (Sensex) 
rose by 400 points. Currently, the 


are being revived. 

In our cover story, Deputy Editor 
Srikanth Srinivas examines six key 
areas that could provide early 
signs of an economic turnaround. 
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for opportunity. 


Your cover story reveals interesting strategies 
and concepts. It is clear that there is no one 
single mantra for leadership in crisis situations 
to suit all types of business environments. 

A combination of strategies such as 
improving employee satisfaction and 
productivity with able supervision, cost- 
effective customer service, checking 
opportunity costs before choosing the best 
alternatives, avoiding all types of wastes of 
resources, and having a lean organisation will 
turn around a struggling firm. India is 
fortunate to have many talented 
entrepreneurs. If only our politicians were as 
honest and pragmatic as our corporate leaders. 

K.S. Krishnamurthy, Bangalore 


. Able Government 


Thanks to India's democratic system, Satyam 
did not become an Enron (“The Winner Takes 
All...; BW, 27 April 2009). Critics of free- 
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The Guiding Stars 


Leadership can indeed make the maximum difference in 
times of crisis (“Leadership In Times Of Crisis’, BW, 4 May 
2009). This is specially true of ICICI Bank's Chanda 
Kochhar. While the bank's outgoing managing director 
K.V. Kamath has given the bank a sound footing, Kochhar 
has taken charge at a most critical time. But one has to 
underline the fact that ICICI Bank has a track record of 
exemplary leadership. 


Srinivasan Umashankar, Nagpur 


It was encouraging to read about the plans and strategies of 
some of the best of India Inc. Their first person views 

amply demonstrated that a slowdown is not the end of the 
world. As the Chinese proverb goes: crisis is another name 


Naresh Panduranga, Ahmedabad 


market economy predicted the same fate for 
Satyam. But due to swift government 
intervention, 50,000 employees of the 
beleaguered company got a new lease of life. 
The troika of Deepak Parekh, Kiran Karnik 
and Tarun Das worked with exemplary 
alacrity to rescue the IT giant within just four 
months. The event has reinstated investors' 
trust in the government. It is good that India 
has a balance between socialism and free- 
market economy. 

Biswa Prasun Chatterji, Mumbai 


No Need For Cuts 

The Reserve Bank of India (RBI) has been 
cutting key policy rates to inject funds in the 
system (‘Policy Prop For Sentiment’, BW, 4 
May 2009). But the banks are still wary of 
lending as loan defaults have gone up over the 
past few months. Banks such as ICICI Bank 
have in fact stopped giving out short-term 
personal loans. There is enough money lying 
in the banking system, hence the RBI need not 
cut policy rates further. 

Instead banks should be pressurised to lend 
to important sectors such as housing and 
automobile, which are key indicators of an 
economy’s health. This will also help boost 
demand, and pave the way for a revival of 
manufacturing. Putting money in the hands of 
the buyers is the best stimulus. 

Raj Kishore, on email 





Letters may have been edited for brevity. 
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STOCKMARKETS 


On The Face Of It 


Declaring 
dividends in 
rupees per 
share format 
is more 
transparent 


INVESTOR-FRIENDLY: 
The move will restrict 
firms from misleading 
investors on dividend 

announcements 





P" d 


HAS THE 'FACE VALUE' 
of a share become re- 
dundant? A recent 
amendment to listing 
agreement mandated 
by the Securities and 
Exchange Board of 
India (Sebi) has 
brought into focus 
the utility, or the lack 
of it, of the concept 

of face value in com- 
panies’ capital 
accounting and 
corporate actions. 

In its latest amend- 
ment on 24 April an- 
nounced through a 
circular to the stock 
exchanges, Sebi has 


said listed companies 
have to declare divi- 
dend in the Rs per 
share format. They 
can no longer opt for 
‘per cent’ term. 

This will solve the 
long-standing prob- 
lem of companies 
misleading investors 
on dividend declara- 
tions of several 
hundred per cent 
on the face value. 

A 500 per cent div- 
idend on ashare with 
a face value of Rs 5 
would be Rs 25a 
share. Ifthe market 
price is, say, Rs 2,000, 


then a ‘Rs 25 per 
share dividend decla- 
ration is more trans- 
parent than a ‘500 
per cent' one. 

The Companies 
Act requires all com- 
panies to mention 
face value' per share, 
but the clause has lost 
its significance con- 
sidering the way 
capital markets have 
evolved. “It does not 
matter for the equity 
markets that use 
terms such as 'earn- 
ings per share’, but 
technically the regu- 
latory framework 
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still requires the 
segregation of paid- 
up equity value into 
one with a ‘face value’ 
and the balance 
in a ‘share premium’ 
account,” says 
Jamil Khatri, head of 
IFRS and global ac- 
counting standards at 
KPMG India. 
Sebi needs to 

prod the corporate 
affairs ministry to 
amend the Compa- 
nies Act to do away 
with the redundant 
‘face value’ notion in 
accounting. 

Rajesh Gajra 


- billion dollars. The revenue mobile applications will generate by 2014, Juniper Research says. 
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PHARMACEUTICALS 


Not Immune 


Financial 
crisis is 
hitting 
‘recession- 
proof’ pharma 
firms too 


BITTER MEDICINE: 
Ranbaxy recorded 
forex losses of Rs 918 
crore in the quarter 
ended March 





STIMULATED BANKS 


THE GLOBAL CRISIS IS 
claiming unlikely vic- 
tims. The pharmaceu- 
tical industry, widely 
accepted as recession- 
proof, has been hit 
hard. The global 
pharmaceutical mar- 
ket will shrink by 3 
per cent in 2009 for 
the first time in 25 
years, a recent IMS 
Health report said. 


Four major US banks have reported positive 
first-quarter earnings. The results show that the 
banks are henefiting from the collapse of rivals 
and government support. 
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"The crisis in the elobal economy is very 


In India, while 
other so-called reces- 
sion-proof sectors 
such as FMCG con- 
tinue to see steady 
growth, top generic 
drug makers posted 
weak results in the 
last quarter due to 
forex losses and un- 
abated pricing pres- 
sure in the US and 
Europe. 

Ranbaxy Laborato- 
ries, which has about 
$1.4 billion in out- 
standing hedges, 
booked forex losses of 





DEFENCE 


BIG DEAL, SLOW PR j 


French fighter Rafale short on 


SANJAY SAKARIA 


$184 million (Rs 918 
crore) in its first quar- 
ter ended March. A 
US ban hit sales, 
which dropped by 4 
per cent. The drug 
maker recorded a net 
loss of Rs 761 crore. 
Debt-stricken Wock- 
hardt announced a 
Rs 20 crore net loss 
for its last quarter 
ended March, while 
Mumbai-based Pira- 
mal Healthcare saw a 
13 per cent drop in net 
profit to Rs 115 crore. 
Cipla alone posted 
good growth for the 
quarter as net profit 
jumped by 41 per cent 
to Rs 253 crore. Other 
pharma firms such as 
Dr Reddy's Laborato- 
ries and Sun Pharma 
are yet to announce 
their results, but ana- 
lysts predict that they 
will record slower 
growth this quarter. 
Noemie Bisserbe 


severe. We're weathering it better than most countries.’ 





US President 
Barack Obama 
completed 100 
days in office on 
Wednesday. 
Obama took office 
in January this 
year and fixing the 
financial crisis was 
his top priority. 
His administration 
has so far rolled 
out massive stimu- 
lus packages, 

but the response 
has been mixed. 
Some sheen has 
begun to rub off 
from the 44th US 
President. 
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IT IS STALL OR NO DEAL FOR THEE. Fr 
Ministry of Defence (MoD) when technical capabilities. What even 
_it comes to big ticket arms the rival would not appreciate is 
procurement. It has an infallible that MoD officials chose to tell 
ability to paint itself into a the media about it and not 
. corner, be it the issue of = Rafale's maker, Dassault, which 
middlemen or demands for . Still claims to be in the fray. 
weapon capabilities and offsets. The absence of a clarification 
Now, India's showpiece deal — by MoD is exacerbating the trust 
$10-12 billion order for 126 gap. More fireworks are expected 
medium multi-role combat as the motley contenders go into 
aircraft — looks headed for the flight trials in May, which will be 
mire. Having taken three years to followed by financial bids next 
come up with its wish list for — ^ year. This ‘mother of all deals’ 
capabilities and shortlisting six could well be stillborn. 
worthy contenders, it has found © Feroz Ahmed 


Crisis Log 





Wall Street shows signs of recovery, Indian exports could fall 10 per cent short 


J apan S Economy Hits A Low 


THE JOB 
ADE 


General Motors: 
The US auto 
maker announced 
21,000 job cuts 
by 2010-end as 
part of a cost 
reduction plan. 


Timken: US-based 
bearings and alloy 


steels maker 
Timken Co. plans 
to cut 3,000 more 
jobs by the end of 
this year. 


Nokia: The world’s 
top cellphone 
maker has 
announced more 
than 350 job cuts 
at its internet 
services unit. 








The US economy shrank 
again the first quarter, 
contracting at a 6.1 per cent 
annual pace. The decline 
since the second quarter of 
2008 is the biggest since the 
1950s. Consumers played a 
major role in the dismal 

GDP show as they cut back 
spending in the face of 
rising unemployment and 
falling home values. Sales of 


US goods to foreign buyers 00 0o00 


also plunged. 


BLOOMBERG 


Gross domestic product (GDP) 
10% quarter-over-quarter change, annualised - 
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Source: US Commerce Department's Bureau of Economic Analysis 


JAPAN'S ECONOMY IS PROB. ABLY GOING THROUGH 
its worst phase. According to the government, 
the economy will shrink a record 3.3 per cent 
this fiscal due to dismal exports and weak 
corporate spending. Retail sales in the world's 
second-largest economy fell 3.9 per cent from a 


year earlier, the steepest since February 2002. 
The International Monetary Fund said last 


week that Japan's economy will shrink 6.2 per 
cent in 2009, the worst among advanced 
economies. Finance Minister Kaoru Yosano told 
Parliament that the economy remains in a 
"crisis" as the slump in exports and industrial 
output take a toll on employment. 





Contributions to % change in Q1 GDP 
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INDIA IMPACT GLOBAL WATCH j 


Downward revision: Industry body Assocham has 
said that India is expected to miss the $200- 
billion export target of 2009-10 by about 10 per 
cent due to demand contraction in the US and 
European countries. 

Deep impact: Biotechnology firm Biocon’s fourth 
quarter profit has fallen 62 per cent on account 
of mark-to-market losses. The company posted a 
consolidated net profit of Rs 24.88 crore for the 
quarter ended March, against a net profit of 

Rs 65.30 crore in the year-ago period. 

Falling margins: IT company MindTree’s net 
profit for the last quarter dipped by 47.32 per 
cent to Rs 18.80 crore, compared to the same 
period last fiscal. 
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Out of business: Twenty nine banks have 
failed in the US in the first four months of 
this year compared to 25 collapses in 2008. 
Federal Deposit Insurance Corporation took 
over banks in Georgia, Michigan, California 
and Idaho with total assets of $2.3 billion. 
Breaking records: Japanese firm Sharp Corp. 
has recorded $1.3 billion net loss for the 
financial year ended March 2009, its first 
annual loss in more than 50 years. 

Bumpy stretch: Japanese car maker Honda 
Motor posted a $1.9 billion loss in the fourth 
quarter of fiscal 2009 due to weak demand 
for its cars in the US, Japan and Europe. 


billion. The amount Japan’s government has pledged in extra funding for stimulus package. 
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A WORTHY REWARD 
FOR KEEPING KEINE V. ALIVE 


ir is someone you can trust through good times and 

„mely difficult to handpick a few investment avenues 
volatile market and a sluggish economy. It requires 
analytical skills to stay ahead of the market. 


-TV18 present the Financial Advisor Awards 08-09, 


lBlebrate India’s best Financial Advisors and set new 
| world. 


nations: 15th May, 2009. 
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"ADVISOR 


AWARDS 08-09 
Powered by ICRA 


Wace subject to market risks. Please read the scheme information document carefully before investing. 
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The heat i is on 

Did you know that 75 per cent of your body's weight is water 
and that on an average a person loses 2.5 litres of water in a day? 
Imagine how much that figure can increase in warm weather due to 
perspiration and how that can affect your body. 

During summer, sweating may seem like a big reason for water 
loss, butthe fact of the matter is that you lose water even when you 
breathe! So whether it's through the lungs as water vapour, through 
the skin as sweat or through the kidneys as urine, this water loss 
has to be replaced in order to avoid severe dehydration. 

No doubt dehydration is a major cause for concern in the sum- 
mer. But if you notice it in time, you can avoid falling seriously ill. 

Obviously the best way is to avoid stepping out in the heat, but 
that is not always possible. What you can do, though, is always 
of water or e s with you when you step out. Drinks 
ve de and hence ee 1 rehydration. 

i 2 rie | rt due to dehyd 
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Summer coolers 

When summer 
comes it is useful to 
know some simple 
methods of keeping your 
body and soul healthy, 
especially when the 
weather changes so fast i : 
and can badly affect your immune SECO, which 
is already reeling in the heat. The solution is drink- 
ing, drinking and drinking some more! 

There are some useful and healthy drinks that 
will really help you beat the heat and can be 
bought or easily made at home. 

e Well, needless to say, the best summer drink is 
water! But if you are out, it might be a better idea 
to go for bottled water. 

e Another cool summer refresher is, of course, 
nimboo paani. It is easy to make and refreshes 
you. You can also use sugar substitutes in order 
to enjoy the refreshment without worrying about 
calories. 

e The other option, though it requires slightly more 
effort, is aam panna. It is extremely helpful in 
beating the heat and being rich in vitamin C does 
wonders for your system. 

e Besides cooling your body, lassi also acts as a 
wonderful appetizer. 

e Bel juice is known for not only countering the 
heat, but also for purification of blood. There are 
several ways of making the juice and it can be 
combined with water, milk or curd. 

e Fresh fruit juices are also a great option to keep 
you hydrated. Turn on the juicer or go visit the 
nearest juice stall in the evening. 

e If you are not in the mood to really make any 
thing, you could very well opt for nariyal paani. 
Just don't step out during the peak heat hours, or (f 
you might end up losing more water than what | 
you consume! 

e If bottled drinks are what you want, how about 

something calorie-free like Sugar Free D'lite in- 

stead of the other aerated drinks that anyway 
take your thirst away for only a short while? 





































































Beat the heat 
And calories. 


This summer chill out with Sugar Free D'lite. Fortified with 
electrolytes, it’s yummy, fizzy, healthy and 99% calorie free. 
Just one sip and get rid of both, the heat and calories. 
















Fortified 
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v | .sugarfreedlite.com 
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The Good, 
And The Ugly 


by omkar goswami 


SOME TIME AGO, I ASKED A WISE AND POLITI- 
cally connected friend about the election 
outcome. His answer was brilliant: “Ab to 
teen patti blind pe chal raha hai. Show ke 
baad bhi kaun jaane kya hoga (As of now, 
the three-card poker is being played blind. 
Even after players see their cards, who 
knows what will happen)?” He said that in 
his long experience of national elections, this 
was the first time when nobody had a clue of 
what would happen when the votes get 
counted on 16 May 2009. 

This is so true. Never in the history of elec- 
tions in India have we seen the battle for the 
Lok Sabha being fought without a single sig- 
nificant national agenda. Here we are in the 





Come 16 May, 
let's pray that 


If that were to happen, the Lalu-Paswan- 
Mulayam troika will return to the UPA. So 
too will Sharad Pawar; and the DMK, with 
whatever seats it can garner in Tamil Nadu. 
If one were to add the smaller parties that 
have traditionally allied with the Congress — 
or against the BJP — the UPA of 2009 could 
still fall short of the 285-mark that would 
constitute a safe majority. 

What then? Will it try to woo Mayawati if 
she wins 45-odd seats? At the cost of Mu- 
layam walking out, and even higher costs in 
the future? Or would it try to get Navin Pat- 
naik to become a post-poll ally? Or get the 
TDP on board? Or would it try to convince 
the more pragmatic Bengali communists to 
make Comrade Prakash Karat see the epony- 
mous light? Whatever happens, this sce- 
nario will be good for India insofar as we can 
hope to have a government that can last the 
full term — and do odd bits of reform as it 
goes along, a step forward, a few sideways 
and half a step backwards, as it did during 
1994 to 1999. 

Scenario 2: Also good, but unlikely. The 
BJP winning 165 seats on its own steam. 


middle of one of the worst global economic democracy That is a gain of 27 seats. But the problems 
turmoil in history, with crazy militants in doesn't race are deeper. It can count on Nitish Kumar, 
Pakistan just a tad away from pressing their : and the Shiv Sena, the Shiromani Akali Dal, 
fingers on the nuclear button. And what do to its lowest the PMK, Amma's AIADMK and the odd 
our politicians talk about? The pros and cons common parties here and there. But these will not 
of an idiotic fat boy — a distant claimant to A add up to the extra 115-120 seats it needs to 
India's lucky sperms’ club — who spews denominator have a comfortable majority. 


venom at Pilibhit? A born anew Luddite 
from Uttar Pradesh who promises to ban 
English and computers in one fell sweep? A 
Leftist whose experience of electoral politics 
is limited to the Jawaharlal Nehru Univer- 
sity sweepstakes, and is determined to ram antiquated hard- 
line Stalinism to relegate the Left to the sidelines? A cheru- 
bic lad whose words are lapped up by the media for no other 
reason except that he carries the magic surname? A man 
who is being portrayed as the BJP's prime minister-in- 
waiting, who refuses to apologise for the Gujarat riots and 
claims that his role in it is the concoction of the media? A 
man in his 80s who thinks he can be the prime minister of a 
country where 60 per cent of the population are 15 to 40 
years old? Or the queen of Uttar Pradesh for whom 'inclu- 
siveness’ is how much more she can include for herself? 
Never will so many people have cast their votes for so little. 

Even so, the votes will be cast and counted. Here are the 
possible situations that can emerge from India's most issue- 
less election. 

Scenario 1: The good. The Congress wins some 170-odd 
seats, gaining 25 over its present strength in the Lok Sabha. 


— the tragic 


Some parties will have nothing to do with 
it: the BJD, the NCP, the TDP and the com- 
munists. So, unless the BJP does even better : 
than 165, and its pre-poll and potential post- 
poll allies do very well at the hustings, it 
seems unlikely the NDA will be able to prove its strength to 
form government. However, from the economic reforms 
point of view, this dispensation could also be good for India. 

Scenario 3. The ugly. Neither the Congress nor the BJP 
cross the 130-140 mark. All hell will break loose from the 
evening of 16 May. Think of a motley combination ofthe Left 
with 40-odd seats, Mayawati with 45, and other sundry 
chaps with none commanding more than 15 seats trying to 
form a government. It will be a tail so large and unwieldy 
that it will incapacitate the poor dog. That is India's worst 
nightmare coming true — for the 18 months to two years 
that the government lasts. 

Pray then that democracy does not race to the lowest com- 
mon denominator. 


farce 








The author is chairman of CERG Advisory. 
omkar.goswami (a)cergindia.com 
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OUTSOURCING 


Adding Up Foreign Numbers 


Indian IT firms 
are now 

hiring more 
foreigners, but 
the numbers 
are low 


NEW EQUATION: The 
cost gap between Indian 
and US programmers 
has narrowed 


IA 


ANJAY SAKAR 


c 
> 


NOT MANY HAVE HEARD OF CHUCK GRASSLEY AND 
Dick Durban, but a bill proposed by the two US 
senators is already changing the Indian IT in- 
dustry’s recruitment strategy. The legislation 
seeks to bar Indian companies that have more 
than 50 per cent of their workforce on H1B and 
L1 visas, and will severely restrict banks and 
other financial institutions that heavily rely on 


the H1-B programme for augmenting their staff 


requirements. Quite apart from the fact that the 
Durban-Grassley bill will require employers to 
make a ‘good faith’ effort to hire Americans first, 
employers will also have to show that the H1B 
worker would not displace an American. 

The move comes against the backdrop of a 
US labour department report that altogether 
600,000 jobs were lost in the month of January, 
the biggest drop in the past three decades, tak- 
ing the US unemployment rate to 16 per cent. 
Already, the US Citizenship and Immigration 
Services (USCIS) has said that it would only ac- 
cept H1B visa applications within the terms and 
conditions imposed by the recently approved 
Employ American Workers Act. 

Reacting to the bill, which could become a 
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law as early as May, India's largest software ex- 
porter, TCS, said it plans to double its foreign 
workforce from the current 10,000 over the 
next five years, while Infosys and Wipro expect 
to see foreigners make up 10-15 per cent of their 
total employee base in three-five years, from 
about 5 per cent at present (see ‘Foreign Con- 
nection’). Only, these numbers would still be 
minuscule compared to the 100,000 plus em- 
ployee base of the Big Three, or the fact that 
they were each hiring 40,000-50,000 Indians 
annually when the market was doing better. 
Meanwhile, TCS has entered into an agree- 
ment with the state of Ohio, by which it will get 
an incentive package worth $19 million (Rs 95 
crore) in return for creating local jobs. "We are 
planning to recruit about 250 people in our 
Cincinnati development centre,” says N. Chan- 
drasekaran, COO and executive director of TCS. 
He added that most of the recruitment will be 
from the university campuses in the region. 
Similarly, HCL Technologies has announced 
that it is setting up a 400-strong development 
centre in North Carolina, investing $3.2 million 
over the next five years. “We selected North Car- 
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olina due to the state's skilled workforce, strong 
educational network and its proximity to our 
. customers,” says Vineet Nayar, CEO of HCL 
Technologies. This is a long-term agreement 
that has the potential to have some real impact, 
says Peter Schumacher, CEO of Value Leader- 
ship Group, an outsourcing advisory firm. 

If the bill is passed, the ability of Indian com- 
panies to leverage their cost advantage will be 
further challenged. “Hiring more overseas em- 
ployees would put more pressure on the bottom 
lines of IT companies, which earn more than 60 
per cent of their revenues from the US and are 
already bruised with clients demanding price 
cuts on contracts,’ says C.S. Chandramouli, di- 
rector for advisory services at Bangalore-based 
Zinnov Consulting. He debunks the protection- 
ist agenda by pointing out that the top four In- 
dian players accounted for only about 15 per 
cent of the 65,000 visa applications in 2008. 

"We haven't used even one-third of what we 
applied for last year,’ says Pratik Kumar, corpo- 
rate vice-president and HR head of Wipro. “It’s 
a myth that we gobble up 
all the visas and, there- 
fore, jobs.” 

In the past three years, 
the 65,000 cap on H1B 
visa quotas was snapped 
up within a few hours of 
their application being 
allowed. But this year, ac- 
cording to the USCIS, 
only 45,000 applications 
for H1B visas have been 
filed till date. Indian IT 
companies have not aggressively applied for H1- 
Bs expecting a slowdown in outsourcing orders. 

Industry body Nasscom feels strongly that 
the amendment isolates and unfairly targets 
Indian IT companies, severely restricting their 
level playing field. Contrary to popular belief 
that Indian IT firms take the majority of H1B 
visas, only 11 per cent of the total visas in 2008 
were taken by the IT sector, Nasscom says. 

Both Indian and foreign companies argue 
that there are a lot of misplaced notions with re- 
gard to Indians taking away American jobs. 
“Studies by firms such as McKinsey have shown 
that outsourcing has led to an economic advan- 
tage for the US,” says Sudhakar Ram, chairman 
and managing director of IT firm Mastek. 


Infosys 


Wipro 


Driving Factors 
Two factors are driving companies to push up 
their international headcount: protectionism, 
and Barack Obama’s socialist leanings — the US 
President was campaigning for jobs for Ameri- 
cans even before the meltdown. The effort of 


Among its peers, TCS has the largest 
number of foreign employees 


- rv 
Foreign 


nationals 
10,000 
4,718 





Source: Companies’ balance sheets 


Indian companies to project the right image in 
the US happens to coincide with a time when 
less expensive skilled programmers are available 
due to huge layoffs. Now, the US government's 
The Asset Relief Program (TARP) requires 
companies to explain the rationale behind ship- 
ping services-related jobs to other countries. 

In March, members ofthe US Congress wrote 
to financial services firm JPMorgan Chase, ask- 
ing it to explain its outsourcing plans to India. 
JPMorgan Chase got $25 billion TARP money 
and plans to increase outsourcing to India by 25 
per cent, according to industry sources. 

On the ground, too, things are changing. The 
average salary of a mid-level US programmer 
was $60,000 (Rs 30 lakh) annually in 2004, and 
has since tumbled to less than $20,000. *So, 
where is the cost difference when the cost of a 
programmer in the US has gone down signifi- 
cantly?" says the head of an outsourcing advisory 
firm, who does not wish to be named. Also, 
healthcare costs, which formed a big part of an 
employees salary, have been watered down, and 
in alot ofstates in the US, 
employers have to pro- 
vide for a minimum su- 
perannuation charge. 

"If there are guys avail- 
able in the US at lower 
salaries, they won't want 
to send someone from 
here (India), says Anu 
Parthasarathy, CEO of 
Global Executive Talent, a 
California-based senior 
executive search firm. She 
adds that compensation levels have come down 
in the US and risen in India. However, analysts 
are quick to point out that it is still less expensive 
to get work done from tier-II cities in India. 

Indian firms need to establish a stronger on- 
shore delivery capability, which can only be ac- 
complished by engaging more local software 
engineers and business consultants, according 
to outsourcing advisor Schumacher. “On-site 
presence can be a key differentiator when com- 
petition for client retention increases,” agrees 
Nikhil Rajpal, principal of the Everest Group. 

“It (the changed recruitment agenda) is a 
good move by Indian companies to look at glob- 
alising their delivery capabilities to create deliv- 
ery capacity as a response to protectionism or 
otherwise,” agrees Sid Pai, MD of TPI India, a 
Bangalore-based IT advisory firm. 

Parthasarathy sums it up best. “It is not like 
Indian companies are committed just to India 
either — it’s all about what is profitable.” 

Venkatesh G. and Dhanya Krishnakumar 
With inputs from Manashwi 
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Controversy Of Ownership 
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The govern- 
ment is trying 
to ensure that 

Indian banks 

do not get a 

foreign tag 


INDIANNESS: 
Implementing new FDI 
norms would mean 
ownership change in 
several Indian banks 





THE HAVE BEEN MORE 
delicious. In April 2009, the Reserve Bank of 
India (RBI) was going to review the operational 
freedoms for foreign banks in India — essen- 
tially, their ability to expand their branch net- 
works or even acquisitions of smaller private 
banks. That is now on the back burner; it is sta- 
tus quo for now. And now a few Indian banks — 
ICICI Bank, HDFC Bank, Development Credit 
Bank and ING Vysya Bank — hitherto per- 
ceived as Indian, run the risk of being deemed 
foreign. All because of Press Note 2, which clubs 
all kinds of foreign investments — they have to 
be less than 50 per cent for a firm to qualify as 
being home-bred. 

The Department of Industrial Policy and 
Promotion (DIPP) — which issued the missive 
on 13 February — has in the process, appeared 
to have handed out a grand favour to 
foreign banks in India. They can now techni- 
cally challenge the restrictions imposed on 
them for inorganic growth as the likes of ICICI 
Bank and HDFC Bank have acquired banks 
to grow. 

The contents of Press Note 2 seem to have 
stumped the RBI as well. “All we have asked is 
that under the new revised guidelines, a few 
banks will have to be deemed foreign,” says a 
senior central bank official, who did not wish to 
be identified. In all probability, Press Note 2 will 


IRONY COULD NOT 


have to be revised. 


As on date, aggregate foreign 
investment from all sources in 
banks can amount to a maximum 
of 74 per cent of the paid up capi- 
tal, while the resident Indian 
holding of the capital has to be at 
least 26 per cent. The central 
bank, for its part, is more 
concerned about the diversity of 
such holdings. RBI Deputy Gov- 
ernor Rakesh Mohan has ex- 
pressed his views publicly that 
concentrated shareholding in 
banks that control huge amounts 
of public deposits poses several 
issues related to the risk of 
concentration of ownership 
“because of the moral hazard 
problem and linkages of owners 
with business”. 

And in the interest of diversi- 
fied ownership of banks, the ob- 
jective is to ensure that no single entity or group 
of related entities have shareholding or control, 
directly or indirectly, in any bank in excess of 10 
per cent of the paid up capital of the private 
sector bank. 

The controversy over the ‘Indianness’ of 
banking institutions is not new. In November 
2007, the former RBI deputy governor, V. Lee- 
ladhar, set the cat among the pigeons when he 
remarked “there are also two large Indian pri- 
vate sector banks in which the non-resident 
ownership is very close to the 74 per cent per- 
mitted, which could, therefore, be considered as 
incorporated in India, but predominantly for- 
eign-owned banks”. 

He was referring to ICICI Bank and HDFC 
Bank. Of course, Leeladhar said what he said in 
the context of freedoms for foreign banks in 
India; and that foreign capital forms a substan- 
tial portion in the capital structure of ICICI 
Bank and HDFC Bank. He was of the view that 
they were treated in a non-discriminatory man- 
ner, and went to the extent of saying that a cer- 
tain amount of positive discrimination exists in 
favour of foreign banks as they have lower 
priority sector lending norm at 32 per cent of 
bank credit as against a level of 40 per cent re- 
quired for Indian banks. 

The ball is now squarely back in the finance 
ministry's court. 


SUBHABRATA DAS 


Raghu Mohan 
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PHARMACEUTICALS 


- Passing Through 
Restricted Area 


EU’s initiative 
against 
generic drugs 
will hurt 
Indian drug 
exporters badly 


SPURIOUS STATUS: 
Kenya has already 
issued a notification 
against generic drugs 


INDIA HAS ACCUSED THE EUROPEAN 
Union (EU) of campaigning against 
exports of generic drugs from India to E 
Africa and South America. EUs move — 
could hurt Indian drug makers as 
Africa and South America account for 14 per 
cent and 7 per cent of total drug exports, respec- 
tively — estimated at $8 billion, according to 
the Indian Pharmaceutical Alliance (IPA). 

In an official communication to EU’s trade 
commissioner earlier this month, the commerce 
ministry alleged that EU was pushing African 
countries to adopt new laws classifying generic 
drugs as spurious. “African countries are in- 
duced into adopting new laws that will kill their 
generic industry and deny access to affordable 
medicines,” said Dilip G. Shah, secretary general 
of IPA. Kenya has already adopted stricter 
patent laws and more African countries such as 
Nigeria and Uganda may follow suit soon. 

Over the past few months, several generic 
drug consignments en route to Latin American 


markets were seized in the Netherlands on 
charges of patent infringement. Late last year, 
customs authorities confiscated Ind-Swift and 
Dr. Reddy’s Laboratories’ export consignments 
at Amsterdam airport for similar reasons. 

The Indian government now wants EU to 
prevent such incidents as most drugs exported 
from India to Latin America are routed through 
Europe. India will also send an official delega- 
tion to meet health ministers of African nations. 
“The government is trying to sensitise African 
countries to how important generic drugs are,” 
says Shah. At a time when the US and European 
generic drug markets are coming under increas- 
ing pricing pressure, India’s pharmaceutical in- 
dustry too, cannot afford to lose these markets. 

Noemie Bisserbe 





TOURISM 


A Reverse In Trend 


High airline 

3 and hotel 
tariffs may be 
responsible for 
keeping 

tourists away 


COSTLY DESTINATION? 
Tourist arrivals fell by 
13 per cent in March 
compared to last year 


IF TOURIST ARRIVAL FIGURES ARE ANYTHING TO GO 
by, the global economy continues to be in melt- 
ing mode. In March this year only 472,000 
tourists visited India compared to 541,000 in 
the same month last year — a decline of 13 per 
cent. The drop was 14 per cent in the January- 
March quarter. Vijay Thakur, president of the 
Indian Association of Tour Operators, puts the 
drop at 25 per cent this year compared to last 





year. According to official estimates, the foreign 
exchange earnings have also declined by 12 per 
cent — from Rs 5,035 crore in March 2008 to 
Rs 4,437 crore in March this year. 

In contrast, the number of Indian travellers 
taking international tours is almost the same as 
last year. Traffic to destinations such as Kuala 
Lumpur, Thailand, Singapore and South Korea, 
has in fact gone up. One of the reasons for this is 
the currency advantage that rupee has against 
certain South-east Asian currencies such as Ko- 
rean won and Thai baht. Also, according to 
Thakur, the cost of overseas package tours has 
come down by half on certain sectors such as 
Malaysia, Thailand and Sri Lanka as many in- 
ternational airlines have cut fares to attract 
tourists. Naresh Sharma, director of Inpac 
Tours, says tariffs at Indian hotels are exorbi- 
tantly high, which has rendered them uncom- 
petitive in the international market. 

Indian travellers are among the highest spen- 
ders. According to industry estimates, on an av- 
erage an Indian tourist spends Rs 75,000 on an 
overseas trip. This leads to a loss of foreign ex- 
change. It is high time Indian carriers and ho- 
tels take measures to check the reverse flow. 

Shalini S. Sharma 
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EDIBLE OIL 


Hoarding For The Future 


Duty cuts on 
edible oils 
have led to 

higher imports, 
but not lower 
prices 


OUT OF CONTROL? 
Edible oil prices could 
rise by 10 per cent 


ON AN OVERDRIVE 


Prices of all edible oils have gone up about 10 per cent in April 
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PRICES OF EDIBLE OIL SUCH AS PALM, SOYABEAN 
and sunflower are showing no signs of cooling 
down this summer. Though prices shoot up 
every summer, the surge this year — by as much 
as 10-17 per cent in a span of just 20 days — has 
ominous portents to it. 

A surprisingly high demand from rural India 
and possibility of lower supplies — drought in 
South America has severely reduced global 
availability of soyabeans — may push prices fur- 
ther 10 per cent up. *Prices may rise by another 
10 per cent or more as wholesale suppliers 
would pass on the entire burden soon to the re- 
tail level,” says Angshu Mallik, vice-president, 
Adani Wilmar, which owns the Fortune brand. 
The consumption of all edible oils in rural India 
has nearly doubled compared to last year due to 
more disposable income and lower impact of re- 
cession. These factors have allowed wholesale 
traders an effective leverage to hike prices at will. 
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India is heavily dependent on imports of edi- 
ble oil, and the 11 million tonnes of supplies are 
playing a critical role in the rising prices. Large 
traders of edible oil are using the favourable 
duty regime to import heavily and hold stocks at 
various ports in anticipation of ajump in prices. 
They had sniffed the opportunity as early as Oc- 
tober-December 2008 when global palm oil 
prices crashed despite the prospect of a lower 
output. Indian importers have flooded global 
suppliers with orders, which has taken imports 
to 12 mt. “Supplies for two-four months have 
been stocked up in India,” says Sanjay Agarwal, 
managing director of KS Oil. 

The government had softened the duty struc- 
ture — as part of the stimulus package — on 
most edible oil imports to zero per cent to stem 
the price rise mid way into the current edible oil 
season. “Duty structures are usually calibrated 
to reduce fluctuation in the landing price,” says 
an industry source, who adds that today prices of 
two edible oils, soya and sunflower, are almost 
on par. Soyabean oil is currently hovering in the 
range of Rs 430-500 for 10 kg in the domestic 
market after it fell Rs 50-55 following import 
duty cuts on crude soya oil in March. “Soya 
prices are hardening further due to lower supply 
from top exporting countries in South America, 
while the demand from China remains strong,” 
says Amol Tilak, analyst at Kotak Commodities. 

In the current edible oil season (November 
2008 and March 2009) so far imports of crude 
edible oils were to the tune of 3.4 mt as against 
1.9 mt in the same period last season. Crude 
palm oil led imports with 200,000 tonnes while 
soyabean oil at 320,000 tonnes and sunflower 
oil at 290,000 tonnes, were equally bullish. 
Most of the major ports have seen a surge in im- 
ports in this period: Mundra (140,000 tonnes), 
Kandla (900,000 tonnes), Kakinada (440,000 
tonnes), JNPT (410,000 tonnes), Mangalore 
(255,696 tonnes) and Kolkata (600,000 
tonnes). An industry source estimates the cur- 
rent stocks held at ports at 700,000 tonnes al- 
most double the average of 300,000-400,000 
tonnes every year. 


— 
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The build up of stocks means constricted 


supply, which will soon translate into higher 
prices. The new government will have to imme- 
diately take a decision on the import duty 
regime, which has so far helped only traders 
rather than the consumers. 

Sreevalsan Menon and Muthukumar K. 
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Impact Of 
Inventories 


by bill emmott 


ALL AROUND THE WORLD, WHEN I HEAR FINANCE 
ministers or even private economists talking 
about their country’s economic woes, they 
generally include a phrase attributing those 
problems to “the deep recession in the US. 
At least, that is true of exporting countries, 
such as Japan where I have just been, for 
those countries were especially dependent 
on American demand for their goods. 

The funny thing is that this phrase does 
not fit the facts. If you look at the latest fore- 
casts for GDP growth in 2009 made by the 
International Monetary Fund (IMF) in mid- 
April, one point stands out immediately: 
the US economy is actually faring rather 
better than most other rich countries. 

The IMF forecasts a contraction in the 
US's GDP this year of 2.8 per cent. By most 
standards, that would be bad. But the fore- 





Inventory 
adjustments 


amplified the 
steep fall in 


Then, when that process gets over and expec- 
tations about future demand starts to firm 
up, there would be a period when inventories 
become too small and production would be 
increased by more than the immediate rise in 
demand in order to rebuild them. 

In other words, inventory adjustments 
amplified the business cycle. That is exactly 
what is happening to Germany, Japan and 
other big exporters now. Many car makers 
closed down factories in the first few months 
of 2009 in order to clear a big surplus of un- 
sold cars. Demand had indeed dropped 
sharply — hence, world trade is expected to 
shrink overall by 9 per cent this year — but 
the inventory adjustment amplified the 
effect for some economies. 

Now, however, that adjustment seems to 
be coming to an end. Japanese car factories 
increased their production during March for 
the first time in several months. Similar re- 
bound is likely in other manufacturing sec- 
tors. Demand remains depressed, but the 
situation is not as disastrous as some of the 
data from the past six months suggested. 

As a result, even though Japan is set to win 
the contest to be the worst-performing rich 
economy this year, companies there are be- 
ginning to sound rather more positive. Some 


cast for the Euro-zone countries is worse, at demand; but recovery in GDP is expected there in 2010. 

4.2 per eun a Ci ph cu da prit the reverse : s x at Vere that this aE 

many’s 5.6 per cent contraction. The ? start to match the finance ministers’ phrases. 

clocks in at a drop of 4.1 per cent, while wont be true The US, UK and other economies, where 

Japan is predicted to suffer a fall of fully 6.2 as demand consumer debt had become very high and 

per cent — a shrinkage which is virtually the savings very low, look likely to continue to 
recovers 


same as the predicted expansion in the econ- 
omy of its great regional rival, China. 

How come? The reason lies with manufac- 
turing, and behind it stands an argument for a slightly more 
optimistic expectation for countries such as Japan and Ger- 
many next year. Whereas in the UK and US, both with large 
current-account deficits in recent years, manufacturing ac- 
counts for only about 10-12 per cent of economic output, in 
Japan and Germany the figure is more like 20 per cent. 

In all sorts of ways, this crisis is unusual. But for these rich 
manufacturers, it is taking a rather classical or orthodox 
shape. In the past, when manufacturing loomed larger in de- 
veloped economies and when neither IT nor efficient trans- 
port existed, recessions were generally characterised by sub- 
stantial adjustments in manufacturers stocks, or inventories. 

As demand slowed, and especially as and when manufac- 
turers became pessimistic about demand, they found them- 
selves carrying much larger inventories than they wanted to. 
As a result, they had to cut production by much more than 
the fall in demand in order to run down the inventories. 


suffer during 2010. Their budget deficits will 
be in the region of 10-15 per cent of GDP, 
which in turn will make voters and finance 
ministers alike expect that taxes are going to go up. 

Not that consumption anywhere looks poised to boom. 
Even in China, the place that everyone is hoping will be able 
to stoke up some demand, the economy is currently depend- 
ing on government spending rather than on consumers. That 
could well persist, since in China's flexible labour market the 
loss of tens of millions of jobs by migrant workers is likely to 
mean that wages begin to fall — maintaining the country's ex- 
port competitiveness but depressing its consumer demand. 

In the end, though, we must keep in mind a common fea- 
ture of slumps: the causes and shape of recovery are justas . 
hard to forecast as that of the slump itself. We cannot know 
how and when recovery is going to happen. That is the trou- 
ble with economies: they behave in mysterious ways. 








The author is a former Editor of The Economist. 
| policyworld.bw@gmail.com 
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Special Presentation 


In the Pink of Health | 


Healthcare services in the country are increasing, as is the awareness about them 


get medical tests done periodically to make sure that 

everyone’s health is fine. This is especially true in 
urban areas where a sedentary lifestyle sees the onset of 
various diseases and ailments like diabetes, obesity, hy- 
pertension, stress, high cholesterol, heart diseases etc., 
and where awareness about these things is slightly 
higher. A lot of people like to get tests done on a regular 
basis to make sure that if anything is off, they get to 
know about it immediately and can take necessary ac- 
tions. 
. Preventive healthcare seems to be the order of the 
day. What it involves is identifying and minimising risk 
factors for diseases, improving 
the condition of an existing dis- 
ease and also early detection of 
diseases. 

The Indian healthcare sec- 
tor has responded to the needs 
of the Indian consumer very se- 
riously. Today, there are a host 
of healthcare services that are 
provided in hospitals and clin- 
ics. Several hospitals have also 
opened clinics that specifically 
provide a set range of services. 
The increase in these services 
could also be the result of the 
fact that medical tourism is 
steadily increasing in India, 
with a lot of foreigners coming 
to the country for treatment. 

According to industry re- 
ports, in 2008, the medical di- 
agnostics industry accounted 
for 10 per cent of the healthcare 
industrys revenue and was 
worth Rs 37.9 billion. Some of 
the major players in the market 
are Ranbaxy Laboratories, Thy- 
rocare Technologies, Dr Lal 
PathLabs etc. 


|: is common practice in a lot of households today to 
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Services Provided 
The scope of healthcare 





Preventive healthcare seems to be the order of 
the day, with increasing awareness among peo- 
ple and an increasing number of services being 
provided by healthcare institutions 


services is extremely vast and it is not possible to list all 
of them in one page. Talking specifically of preventive 
healthcare though, these services would usually include 
pathology testing (thyroid tests, liver function tests, kid- 
ney function tests, sugar testing etc.), radiology services, 
electrocardiography (ECG), stress test/TMT, mammog- 
raphy, physical examinations, gynaecology/ 
ophthalmology/dental/cardiology consultations, audiom- 
etry, pulmonary function tests (PMT) etc. 


New Initiatives 

There are several new initiatives that healthcare insti- 
tutions are taking to provide every possible facility to their 
customers. Some examples, 
again taking the case of preven- 
tive healthcare, are home collec- 
tion of samples, home delivery of 
reports the same day, special 
centres for specific kinds of tests, 
check-up packages etc. 


Creating Awareness 

No matter how much aware- 
ness is present in today's 
consumers, it can never be 100 
per cent and all health institutes 
are taking steps to counter this 
problem. One such step is to 
setup health camps at regular 
intervals and send out informa- 
tion about the same. Many of 
these health camps provide dis- 
counted, if not free, services. 
Usually consultation at these 
camps is free. 

Seeing the way health prob- 
lems are increasing in the coun- 
try day-by-day, it is important 
for you to go to preventive 


the necessary tests, even though 
you feel fine. After all, preven- 
tion is better than cure and your 
health is not something you 
should take a chance on. 
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IN DEEP TROUBLE: 
Jet Airways Chairman 
Naresh Goyal has a 


tough task ahead 






SATHEESH NAIR 


by Anjuli Bhargava 


THERE’S NO DENYING THE FACT THAT THE GLOBAL 
aviation industry is going through a bad phase, 
but for India’s largest and most trusted private 
sector carrier Jet Airways, the bad phase is 
proving to be a true test of its eminence. 

If its closet rival Kingfisher Airlines is 
in trouble (see ‘The King’s In Trouble’, BW, 27 
April 2009), things are not much better at Jet. 
Says a top official who has been with Jet Air- 
ways since it was launched in India, “I think this 
is one of the worst crisis the airline has faced 
since its inception,’ although he is certain the 
airline will survive it. 

The airline’s debt position and mounting 
losses is giving its management and sharehold- 
ers sleepless nights. Its employee morale — 
which took a hit last October when the airline 
suddenly sacked (and then retained) 1,900 
staffers — is at an all-time 
low. The airline has been 
talking of raising money 
for over two years but with 
no success. 

According to a senior 
Mumbai-based banker at 
ICICI Bank: “Lenders and 
investors are not willing to 
touch the aviation sector 
as they are not convinced 
of their long-term 
prospects. That is why 
neither Jet nor Kingfisher 
have been able to raise 
money despite trying hard 
for about two years now." 
He says banks that have 
already lent in bulk to air- 
lines are quite concerned 
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about their ability to service their debts. “Rev- 
enues are down, losses are mounting and costs 
remain high. It is no longer very clear how the 
airlines will service their existing debts, even if 
they are long term,’ he says. 

There has been a steady trickle of the top 
management from the airline, especially in the 
past three years. With traffic down, the airline is 
cutting back on capacity and is leasing out its 
planes wherever possible. Pilots say they are 
flying less hours than before and are quite 
jittery about whether they will have their jobs 
six months down the line (see ‘Piloting Trou- 
ble’). And there seems to be little hope on the 
horizon with the International Air Transport 
Association (IATA) maintaining that even if the 
North American and European markets re- 
cover in 2009, the prospect for Asia Pacific is 
not too bright. 


A Long Haul 
Jets problems have mounted just like 
they have for all the other airlines in India. 
Skyrocketing fuel prices made worse what was 
an already bad situation for the Indian aviation 
sector (even before the ATF prices increased, 
the Indian industry was suffering losses due to 
overcapacity and irrational pricing). Well-run 
airlines such as Jet Airways incurred huge loss- 
es as costs spiralled out of control, and there 
was no real respite from 
the rising oil prices. 
In India, the situation was 
particularly acute since 
the governments tax poli- 
cies were skewed against 
the carriers. 

But Jet's problems were 
accentuated by certain 
other factors. Despite 
trying to wriggle out of a 
bitter and protracted buy 
of Sahara Airlines, Jet 
was unable to and 
was saddled with all 
of the former 
Saharas prob- 
lems. Many 
aviation 
experts 














feel it was an expensive acquisition. Says Centre 
for Asia Pacific Aviation’s (Capa) CEO Kapil 
Kaul (a former Sahara employee): “The Sahara 
deal was expensive and, in hindsight, not at all 
worth it.” Many within Jet feel the deal was not 
worth the amount of management time and at- 
tention that the decision to buy, and then to 
back out took. Arbitration and then the final 
judgement, which went against Jet Airways 
meant that the airline is stuck with an asset it 
hardly needed and is yet to fully pay for. 
. Along with this, Jet Airways decided that to 
grow it needed to go international and wanted 
to be the first off the mark (at the time, it 
seemed like Kingfisher Airlines may get the req- 
uisite permission to go international). 
The timing, however, did not work in its 
favour. Although it started launching various 





international sectors with 

aggression (and went into 
a major drive to hire both 
pilots and crew), no one 
could have foreseen ei- 
ther the fuel price hike or 
the downturn that hit the 
global economy towards 
the second half of 2008. 

And to add fuel to fire, 
both 2006 and 2007 had 
been spent by the Indian 
carriers adding airline ca- 
pacity like it was going 
out of fashion. So, when 
the downturn came, most 
airlines were left twid- 
dling their thumbs. Load 
factors tumbled and 
losses began to mount. 
“We were certainly caught 
unawares to some extent. 
We had added capacity 
and launched interna- 
tional. But who knew 
that traffic itself would 
take such a hit?”, admits 
one senior Jet official, 
who did not wish to be 
named. 

Now the airline 
has leased out at least 
nine of its aircraft and is 
considering leasing some 
more planes used prima- 
rily for domestic opera- 
tions (B737-800s). 

Jets management, 
however, says that things 
are not as bad as they ap- 
pear to be. The airline has 

large loans (its principal lenders being Citibank 
and Barclays), but a number of its debts are for 
the acquisition of aircraft and are repayable 
over a 12-year term. Says a Jet Airways 
spokesperson: *The present market value of 
these aircraft are much higher than the loans 
outstanding against them.” 

But many argue that problems of the full 
service airlines in India, including Jet, go 
back several decades. Kaul further says full- 
service airlines need to restructure themselves 
drastically and even re-look at their basic 
model. That along with a change in the 
industry's fortunes is the only thing that can 
stop the fears of 12,900 Jet employees from 
turning into reality. 
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Buybacks 
are helping 
promoters, 
but hurting 
retail share- 
holders 


HIGHER GROUND: 

The promoters' share in 
DLF rose from 88 per 
cent to 89 per cent at a 
time when it is facing 
cash flow problem 
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THE RECENT SPURT IN SHARE BUYBACK, A PROCESS 
aimed at instilling shareholder confidence in 
companies, has disadvantaged the common 
shareholder. Buyback entails companies utilis- 
ing free cash reserves on their balance sheets to 
buy their poorly performing shares from the 
market so as to suck out liquidity, enhance the 
earnings per share and, thereby, perk up the 
share price in the medium to long run. Since the 
law mandates that bought back shares must be 
extinguished, any buyback leads to a reduction 
in equity capital and raises the stake of existing 
shareholders, particularly promoters. 

Theoretically, a company seeks buyback — up 
to 25 per cent of the paid up capital plus re- 
serves — through a tender offer or market pur- 
chases, if it feels that equity shares are trading 
below their intrinsic worth. But price move- 
ments of 22 companies that initiated buybacks 
since January 2008 prove that far from raising 
the share price in the market, the common in- 
vestor has seen an erosion of up to 80 per cent 
(see ‘Falling Streak’ on page 33) in the share 
prices since the buyback announcements. In 
comparison, the Sensex and Nifty indices 
dropped only 43 per cent in this period. Worse, 
most of the sectoral indices that include these 
companies still remain positive. 

Historically, stocks lose or gain within a 
range of 5-10 per cent post-buyback, only to 
gain in the long run. But this time around, 
partly due to the huge volatility before and after 
the announcement, there is a sense of loss 
among all the players. In particular, firms such 
as jewellery-maker Goldiam International, 
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Gujarat Fluorochemicals, Sasken Communica- 
tion Technologies and Madras Cement lead the 
price erosion chart with declines as high as 70- 
80 per cent. In fact, the fall looks drastic as it 
follows a sudden pre-announcement jump in 
prices, typically caused by front-running. 
Though everyone denies it, there is widespread 
front-running in the domestic market. A broker 
takes a position — whether long or short — 
before he executes an order from a client, 
following which the price may rise. 

In about 30-40 per cent of the 22 stocks that 
went for buybacks, the stocks witnessed a rally 
even as their respective boards considered a 
buyback. Reliance Infrastructure, DLF, Sasken 
and India Infoline rose ahead of their buyback 
only to fall very sharply on the announcement. 
“Since our markets are not very efficient, a lot of 
front-running takes place ahead of the buyback 
announcements,” says Kishor Ostwal, chairman 
and managing director of CNI Research. “As the 
seven-day period between calling for a board 
meeting to discuss a buyback and the actual meet- 
ing leads to a significant degree of speculation in 
that time, this period could be reduced or even 
done away with,” suggests Sourav Mallik, exec- 
tive director of M&A at Kotak Investment Bank. 

Now, of course, volatility is keeping new in- 
vestors off the stock till the buyback is complete, 
leading to poor liquidity. Despite the recent 
rally, shareholders who did not take the buy- 
back bait are least hopeful of capital apprecia- 
tion any time soon. Market data suggests that 
buyback strategies have left both existing and 
exiting investors on tenterhooks as sharehold- 
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ers question why companies should not con- 
serve cash for growth, rather than offer 
buybacks. “Companies in the consumer and 
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FALLING STREAK 





cent at a time when it is facing cash flow prob- 
lems. GT Offshore, however, seems to have a 
crisis of confidence with its promoters’ holdings 
down to 15.73 per cent from 20 per cent. 

Kapil Krishan, CFO of India Infoline, which 
is currently buying back and has seen almost 30 
per cent value erosion, defends buyback as a 
perfectly democratic process that benefits 
everyone, Promoters say that only a marginal 
sum was spent on buybacks. Sasken, for exam- 
ple, has used up about Rs 30 crore for its buy- 
back so far. Though market experts cite investor 
choice as voluntary, it flies in the face of the ar- 
gument that prudence requires cash to be spent 
for future growth, retiring debt or simply pre- 
serving it in a slowdown. Amitabh Chakraborty, 
president of equity at Religare Capital Markets, 
says that in times like these, cash is the most im- 
portant asset. Since a buyback restricts further 
issue of such shares (including rights) within a 
period of six months, it also curtails any chances 
of raising funds through equity. 

Since a buyback can only be made out of free 


ğa reserves, securities premium account or pro- 


ceeds of shares, illiquidity and devaluation in 
market cap are natural consequences, say 
Yashojit Mitra and Devyani Singh, associates of 
economic law practice at RSM Consulting. In- 
terestingly, companies become aggressive only 
when share prices fall, leading to the impression 
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that it would be better to keep offthe stock till its 
completion. Also, the legal buyback window of 
12 months is too long, and only assists promot- 
ers. There are loopholes too. Before the govern- 
ment caved in to accede to the industry's de- 
mand for a liberal buyback policy in 1998, a firm 
could buy its own shares only as a consequence 
of reduction of capital, or when ordered by the 
Company Law Board under Section 402 to give 
relief in a petition of oppression or mismanage- 
ment. Today, no such justification is required. 

Thelack ofa fair floor price for exiting minor- 
ity shareholders, the front-running prior to the 
board resolution and Sebi approval, the long 
duration of a buyback (which helps companies 
buy at rock-bottom prices) and the motivation 
to sustain stock prices by promoters raise more 
questions on ethics than legal aspects. Ostwal is 
ofthe view that companies have to implement 
the schemes in letter and spirit. 

But controversies have always haunted 
share buybacks. If the current mood is any 
indication, buybacks will always remain mired 
in controversies. 


s.menon (a) abp.in 
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Is The Economy 


Looking Up? 


by Srikanth Srinivas 
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OME spring, the use of seasonal 
metaphors becomes pervasive. 
The US Federal Reserve Board 
(Fed) Governor Ben Bernanke 
said some “green shoots” were 
visible in the US economy. Presi- 
dent Barack Obama used the 
phrase “glimmers of hope”. In a recent meeting 
with the media in Mumbai, Henry Kravis, co- 
founder of Kohlberg Kravis Roberts, one of the 
world’s best-known private equity and buyout 
funds, said there were “rays of sunshine”. 

But the numbers are cruel: the US Commerce 
Department said that US GDP contracted by 
6.1 per cent in the first quarter of 2009, by more 
than the originally estimated 4.9 per cent. The 
Reserve Bank of India (RBI) in its annual mon- 
etary policy statement on 21 April said India’s 
GDP growth for fiscal 2009 would be about 6 
per cent, citing the Central Statistical Organisa- 
tion’s (CSO) estimates. 

Globally, the International Monetary Fund’s 
(IMF) World Economic Outlook — released at 
the Spring Meetings of the World Bank and the 
IMF at Washington DC on 25 April — says that 
global growth would contract by over 1 per cent 
in 2009, and probably be flat in 2010. Going by 
recent history, it is likely there may be further 
revisions as the year progresses. 

Even in India, the news for the rest of the year 
is not particularly encouraging. There are more 
stories about falling sales, cost-cutting, effi- 
ciency and productivity improvements, and 
similar activities than there are about fresh in- 
vestments, capacity expansion or about grow- 
ing consumption. Where do you look for signs 
of hope that the economy will bounce back? 

There are no certain signs that one can bank 
on. There are always wild cards in the deck. But 
over the years, a set of indicators have emerged 
that can point to signs of renewal, some of 








To navigate the 
downturn in the next 
six months, it will be 
important to keep your 
eyes on these signs 


which are more reliable than others. These 
could be the advance omens of better things to 
come, and in the following pages, we will exam- 
ine what they portend. 


1. Business Sentiment: Will The Econ- 
omy Get Out Of The Rut Soon? 
` There is no widely accepted record of a recession 
in India since Independence, so conventional 
definitions may not apply. But business senti- 
ment is a good indicator. The most important 
clues may be in the minds of industrialists and 
businessmen. Most of them have a gut feel for 
this, which prompts them to take on new risks. 
Udit Sheth, executive director at Setco Auto- 
motive, a Mumbai-based auto components 
firm, does not expect the commercial vehicles 
industry to improve over the next two quarters. 
“But this can be offset by after-market opera- 
tions,” he says. “Our clutches are approved by 
Ashok Leyland and Tata Motors. And 60 per 
cent of our turnover comes from the after- 
market sales abroad and in India.” 
The real estate market, which has hogged the 
most headlines in recent times, is another place 
k to look for indications. It got the world into its 
current recession in the first place. “The prob- 
lem here is not so much about pricing given 
India’s acute shortage of housing,” says Rajeev 
Talwar, group executive director at DLF, India’s 
premier realty development company. “The 
demand for retail and office realty, a much 
smaller market, however, is more dependent on 
the economy doing well.” The hospitality indus- 
try is akin to exports. And with the West in the 
dumps, its prospects of a prompt turnaround 
are not great. 
Another place to look at is the ABN-AMRO 
Purchasing Managers Index (PMI) — a season- 
pe... ally adjusted index that gauges underlying con- 
ditions in manufacturing industries. It rose to 
49.5 in March, signalling a smaller worsening 
of conditions compared to February. A reading 
of below 50 is indicative of a downturn; the 
longer it stays below that level, the more severe 
the downturn. The index has stayed below 50 








THE ELECTION WILD CARD 
A stable government can be positive for industrial productivity 
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since September-October 2008; it went below 
45 at the lowest point. The April report said 
output, new orders and employment had con- 
tracted marginally, but that exports fell steeply. 
Declines in input prices also fell sharply. 
“Reports suggested that the global financial and 
economic downturn had adversely affected for- 


eign clients’ confidence,” says Gaurav Kapur, 


senior economist at ABN-AMRO, in the PMI 
report. A return to 50-plus indicates that a 
rebound may be on the way. 

Another signal is the housing market. But a 
little caution is warranted here. Much news- 
print has already been expended on the troubles 
facing the realty sector, the financial stresses 
faced by realty companies and the financial 
troubles that many ofthe promoters may be in. 
The trouble is that there is no reliable data on 
the housing market, though the National Hous- 
ing Bank has been trying to build a representa- 
tive index to reflect conditions there. 

Two business confidence indices — that of 
the Confederation of Indian Industry and 
the National Council for Applied Economic 
Research — and the Dun and Bradstreet Busi- 
ness Optimism Index all showed further 
declines (see "The Expectation Index... on page 
36), indicating that business confidence is yet to 
return to positive territory, given the perceived 
high costs of credit and the continuing global 
financial meltdown. 

By slight contrast, many equity research out- 
fits — including Macquarie Bank, Barclays 
Bank and UBS — suggest that the turnaround 
in India is likely to be faster, even as early as 
mid-year or around September. Macquarie's 
Macro Mantra dated 24 April talks about how 
the decline in industrial output in India has 
been far less than that in other countries. “The 
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double-cylinder fiscal and monetary response 
have been aggressive, and already paying divi- 
dend(s),” says the report’s author Rajeev Malik. 

Currently, business sentiment is a little 
mixed. There is a wild card too: the outcome of 
the national elections currently underway. “No 
one expects a single-party government,” says 
the CEO of a large industrial firm in Mumbai. 
“But if the formation of a government takes 
longer than, say, 30 days, the stability of any 
coalition becomes suspect and could dent busi- 
ness sentiment.” 


2. Inflation: Will It Rear Its Ugly 

Head Again? 

Thursday’s inflation numbers showed a slight 
uptick in the wholesale price index (WPI). That 
came as a mild shock, given earlier expectations 
that it could even become negative. It is impor- 
tant, however, to note WPI numbers reflect the 
rate of price changes, not that things have be- 
come cheaper. Compared to price levels a year 
ago, current prices of the components of the 
WPI are still about 8 per cent higher. 

The monthly consumer price index (CPI), on 
the other hand, has been stubbornly high at 
over 9 per cent for a few months. Food and fuel 
prices are a big contributor to the CPI. And food 
prices have remained high for some months 
now; but they are beginning to affect consump- 


THE EXPECTATION INDEX... 


The Reserve Bank’s Industrial Outlook Survey and Business 
Expectation Index show a steep fall from last year 


Jan- Apr- Jun- Oct- Jan- Apr- Jun- Oct- Jan- Apr- 





Source: RBI 


Hia A the slowdown 


tion behaviour, as people have started trading 
down — such as buying cheaper substitutes. 

“But the monsoon is expected to be normal, 
which is good news for food prices,” says Veena 
Mishra, senior economist at Mahindra & 
Mahindra. “Reservoir levels were bad because 
the winter monsoon was slightly poor, and we 
cannot afford to have both fail.” The CPI also 
has some oddities, and changes in the basket 
often impact its behaviour. 

Every 1 April, the components in the food 
basket change. Mango, for instance, replaces 
peas in the vegetables and fruits segment of the 
CPI basket. If the prices of mango this year are 
significantly different from last year, that could 
skew the index. So, for signs of economic re- 
vival, the WPI remains the key indicator. 

With the enormous liquidity being pumped 
into the system world over — and to a lesser de- 
gree in India — the absence of a revival in eco- 
nomic activity could result in high future infla- 
tion: too much money chasing too few goods. 
Inflation would be imported. And the RBI may 
then have to cut back on money supply to keep 
inflation under control, and trigger off another 
downturn, achieving the opposite of all that the 
liquidity infusion is intended to accomplish. 

But inflation below levels that foster growth is 
risky for future price stability, too. “If you com- 
pare policy interest rates and the CPI, we are ef- 
fectively in a negative interest rate scenario,” 
says Indranil Pan, chief economist at Kotak 
Mahindra Bank. “A central bank cannot con- 
tinue to support such a rate regime for long and 
expect growth.” So watch the money supply, a 
number that you could get from the RBI's 
Weekly Statistical Supplement or on its website. 


3. The Stockmarkets: Is The 

Rally For Real? 

“The stockmarket is a hypothesis forming ma- 
chine,” says Rashesh Shah, chairman and CEO 
of Edelweiss Capital. “It is a barometer, a reflec- 
tion, but not a forecaster.” Yet, the stockmarket 
has been climbing steadily for three weeks now, 
prompting suggestions that we may have 


„THE CONFIDENCE INDICES 


Business sentiment is weakening, but at a slower rate 





turned the corner. 

The benchmark index — the Bombay Stock 
Exchange Sensitive Index or Sensex — fell from 
a high of 21000 in January 2008 to about 8000 
before recovering to its current level of over 
11000. That may be a significant rise from its 
low point, but it has been a rocky ride. Much of 4 
it is a correction, or a bear market rally, where 
an oversold market readjusts. 

The most famous bear market rally in history 
was immediately after the Great Crash of Octo- 
ber 1929 — from a low of 199 on 13 November, 
the Dow Jones Industrial Average (the Dow) 
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rose to 294 in April 1930. It was a ‘technical’ 
rally, much of it supported by the interest rate 
cuts by the Fed. But after April 1930, subse- 
quent interest rate cuts had no impact; the Dow 
fell back to 158, and then kept going down till it 
reached 41 in July 1932. Between 1932 and 
1937, there were other bear market rallies, but 
they were the years of the Great Depression, 
ended only by the outbreak of World War II. 

“A number of factors impact the market 
today — geopolitics, corporate earnings, inter- 
est rates, currency movements and global 
trade,” says Motilal Oswal, chairman of Mum- 
bai-based Motilal Oswal Financial Services. 
“Big investors also have a significant effect, by 
directing huge inflows and outflows.” But, he 
adds, one bad year does not destroy hope. 

In the Indian context, bank credit markets 


» have a serious effect on stockmarket move- 


ments. Banks are the biggest source of company 
finances, and bank credit growth reflects the ac- 
cessibility and price of finance for corporations. 
They also happen to be the biggest repositories 
of national savings and, thus, the biggest poten- 
tial market player (by contrast, bank credit 


accounts for just 22 per cent of financial 
resources for companies in the US). 

Assuming a savings rate of 34 per cent and a 
GDP of $1 trillion per year, about $150 billion is 
accounted for by bank deposits and financial 
assets, another $140 billion in non-productive 
assets such as homes and gold. Insurance ac- 
counts for another $40 billion. Bank credit 
growth has been falling but interest rates have 
not, so it is not clear how sustainable the cur- 
rent rally will be (see ‘Credit Growth Has 
Declined Sharply’ on page 38). 

Are valuations cheap compared to recent 
times? The Sensex is trading at around 12 times 
earnings. “The world markets are trading in this 
range,” says Shah. “At the bottom, price-earn- 
ings (P-E) multiples have traded at around 8 
times earnings.” But that is a valuation indica- 
tor, and tells you very little about the future. 

So look at earnings yield, or the inverse of the 
P-E ratio (which is about 8.5 per cent), and 
compare its spread over the yield on 10-year 
government bonds (also currently in the 8 per 
cent range). The wider the spread, the better 
the chances of a bigger rally. The wild card? 
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CREDIT GROWTH HAS DECLINED SHARPLY 


Banks are increasingly becoming risk-averse 
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“Foreign capital inflows,” says Oswal. “They 
could change everything.” 


4. Home Prices: Can I Buy Mine Now? 
The home market in India is really an aggregate 
of multiple micro-markets, sometimes within 
the same city. Most builders are in financial 
straits, and there have been desperate sales by 
some of the smaller ones without much capital 
cushion. Prospective buyers have tended to stay 
away, hoping for even steeper price declines. 
There are three kinds of home buyers: those 
who are genuinely interested, those who buy as 
an investment, and the speculators who buy 
and flip, often even before taking possession. 
“The speculators have exited the market,” says 
Kumar Gera, chairman of the Confederation of 
Real Estate Developers Associations of India 
(Credai), and who is a Pune-based developer 
himself. “We are seeing some degree of real 
buyer interest, though it is small at this time.’ 
Prices have dropped between 10 and 35 per 
cent depending upon location, but buyers are 
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still waiting and watching. “DLF sold 1,400 
flats in Delhi within 24 hours of announcing the 
Capital Greens housing scheme on the erst- 
while DCM land,” says DLF's Talwar. “Demand 
is very much there, provided you price it right. 
Housing demand is precipitative, whereas com- 
mercial real estate demand is consequential.” 

Anil Sarin, managing director of Anantraj 
Industries, agrees. “There is already a slow 
turnaround, especially in upmarket properties 
in Delhi,” he says. “April has seen some real deal 
flows. Prices of apartments in Gurgaon, how- 
ever, are still dropping. They are 30-35 per cent 
down from their peak; desperate builders are 
trying to liquidate excess inventory.” 

Local inventories are a strong predictor; they 
bode well for prices. If inventories stay high, 
there may be more price cuts in the pipeline. 
The problem: there is little publicly available 
data on inventory, housing starts or any other 
indicator of the housing market. Credai’s Gera 
agrees that something must be done, but ex- 
pects the government to take the lead. 

While inventories are an indicator for the 
supply side, housing loans are a good indicator 
for the demand side. But many developers point 
out that the slowdown in retail lending for 
home buying may stem from other causes, such 
as rising default rates that impact bank balance 
sheets. Some say that banks are being less ag- 
gressive, and demanding more equity from the 
prospective buyer. But here again, publicly 
available and reliable data is absent. One other 
indicator to keep track of: jobs outlook. 


5. Credit Markets: Will Borrowing 
Conditions Get Easier? 

Despite some aggressive rate cutting from the 
RBI, interest rates for borrowers have been 
much slower to respond. Given that banks ac- 
count for close to 80 per cent of debt finance for 
India Inc., cuts in policy rates have to translate 
into cheaper and more lending. Lending rates 
for even the largest companies have remained 
high. And for small and medium enterprises 
(SMEs), they may have even gone up. 

Take the case of Autoline Industries in Pune. 
A year and a half ago, they had a new plant com- 
ing up, and most of their orders were in place. 
Just as the plant was commissioned in mid- 
2008, banks started to backtrack on disburse- 
ments. “This affected our capacity, which 


became idle by the end of 2008,” says Gopal Pat- ai, 


wardhan, chairman of the company. “We had to 
restructure our financing with State Bank of In- 
dia, after the foreign banks that had originally 
made commitments went back on them.” He 
also had to borrow on his personal account to 
keep operations running. He expects his com- 
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pany to survive the downturn, but get squeezed 
on his smaller business segments. 

Other SME CEOs say that while lower activity 
means lower financing need, banks may be 
slower to respond to expanded needs once the 
turnaround begins. Chanda Kochhar, managing 
director designate of ICICI Bank, disagrees. 
“That is an unfair characterisation,” she says. 
“We have participated with our SME clients 
during their growth phase, and will continue to 
provide their credit needs. But lower revenues 
today also imply lower need for working capital. 
Once activity picks up, we'll be there.” 

With only one really large pool of lenders — 
the banks — finding secular indicators of credit 
market conditions poses problems. One thing 
to look at is credit spreads, mainly between the 
91-day and 364-day treasury bills, and commer- 
cial paper and one-year bank loans, respec- 
tively. The spread between the yield on five-year 
government bonds and AAA-rated corporate 
bonds is another indicator: the higher the 
spreads, the greater the reluctance on the part 
of banks to lend. 


6. Jobs Outlook: is My Job Secure? 
Unemployment data — or job creation data for 
that matter — is available only with a consider- 
able lag; most policymakers do not rely on it, 
anyway. But the outlook for jobs is essential to 
geta read on the economy. Much has been made 
of job losses and cutbacks, especially in the IT 
industry; layoffs have also been endemic in 
other parts of the services industry, though 
much of that evidence has been anecdotal 
rather than systematic. 

But a couple of surveys provide some in- 
sights. Last month, the Hay Group, an interna- 
tional HR consulting firm, undertook a global 
survey of 2,000 companies, including some in 
India, to assess the compensation and HR 
needs as a consequence of the recession. “We 
started with expectations of meeting perform- 
ance targets, and then progressed to compensa- 
tion and staffing levels," says Oscar De Mello, 
country head, rewards information services In- 
dia, at the Hay Group. “We found that the confi- 
dence level in Indian companies surpasses that 
of global one.” (See ‘The Hay Group Survey’) 

A survey undertaken by Watson Wyatt, an- 
other HR consultancy firm, of 162 companies 
offers a similar outlook. A majority of the re- 
ñ Spondents were not planning further staff cuts. 

And in the minority, they were being carefully 
considered. Most organisations surveyed say 
that they were still replacing critical talent. 
"Most companies are asking if they have the 
people they need for future business plans over 
the next three-six months," says Dhritiman 


THE HAY GROUP SURVEY 
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Companies in India are less likely to decrease 


Staffing levels 


A majority of organisations are freezing 
Salaries at 2008 levels 





Chakrabarti, managing director, India, at Wat- 
son Wyatt. “Many seem to be moving from ca- 
pacity planning to workforce planning. That is 
not a one-for-one replacement, but a more strat- 
egy-led approach.” Compensation is being in- 
creasingly linked to performance, he adds, with 
smaller bonus pools and differentiated rewards. 

What about recruitment? Manish Sabhar- 
wal, CEO of Teamlease, says that companies are 
hiring less right now. “They are lowering their 
hiring standards for lower costs,” he adds. “The 
unorganised sector is still hiring though.” 

Hitesh Oberoi, chief operating officer at Info 
Edge, the owner of Naukri.com, a job portal, 
says that over the past six months there has 
been a one-third decline in the number of job 
listings by employers and recruiting agencies 
(not the number of jobs, as a single listing could 
be for multiple jobs). "After a sustained decline 
between July and December, the rate of drop 
eased in January,” he says. “And in February, 
there was a recovery in our JobSpeak index, 
which measures hiring activity by job listing on 
our site. But the index slipped back in March.” 
Since jobs and staffing are dependent on corpo- 
rate performance, keep your eye on perform- 
ance and earnings guidance. Keeping tabs on 
stock prices for a second opinion could help too. 

Will the 'green shoots' transform into a rich 
harvest? Most companies are looking to the 
government to provide the fertiliser and water 
for irrigation. Despite the best forecasting, the 
weather can be treacherous. In time, we will 
know ifthese 'green shoots' everybody has been 
talking about are drawn from healthy and hardy 
seeds, or whether they were just weeds. 





With inputs from Feroz Ahmed and 
Vishal Krishna 
srikanth.srinivas (a) abp.in 


11 MAY 2009 3 9 BUSINESSWORLD 


Figures are % of Indian 
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automobiles 


FOR MORE THAN A DECADE AND A HALF, THE WOR- 
ld’s biggest car makers — American, European, 
í a i i O i Japanese — clung to their belief that the Indian p 


auto market would graduate from small cars to 





big cars. They would then come in and take out 


the market leader, Japanese small car maker 
a p Suzuki's subsidiary in India, Maruti Suzuki. 
However, Maruti has zealously guarded its ter- 


ritory with rapid-fire car launches (one a year at 
least) to prevent the centre of gravity from shift- 
by Alokesh Bhattacharyya ing from the hatchback small car — Suzuki's 
core competence. Hence, every new player that 
was hoping to avoid fighting Maruti on its home 
turf is being forced this year and next to take on 
the leader in the segment it lords over with 60 
per cent share (including 

M a ruti Maruti 800). 
ee ETE : You would say, that's 
ad eee aaa). S uzu ki Advantage Maruti to be- 
— —— re gin with. But not really. 


faces Its Competition just got 


more intense, with com- 


biggest panies such as Toyota, 


Ford, Volkswagen (VW), 


cha | lenge Honda, Nissan and Fiat 


1 making serious prepara- 
In 25 yea [S _ tions to launch compact 
cars in the next two to 
three years. Why now? 
“India is becoming an important market since 
mature markets such as US, Europe and Japan 
are facing a massive slowdown,” says Ammar 
Master, senior market analyst for India & Korea 
at J.D. Power and Associates. “India is where 
the volumes are; this is where you have to be.” 
The coming fleet will join Maruti's old small 
car rivals, Korean car maker Hyundai, which 
boosted its presence in 2008-09 through the 
searing run of the i10; General Motors (GM), 
which saw its Chevrolet Spark pick up signifi-~ 
cant volumes last fiscal and is launching more 
cars; and finally, the big unknown, Tata Nano. 
All these companies are coming in with their ar- 
senals stocked up: increased small car produc- 
tion capacities that will take total non-Maruti 
capacity to around 1.5 million units per year in 
the next three years; boosted engine production 
capacities, larger distribution networks, and 
larger share for inexpensive local spare parts. 
The bottom line: Maruti Suzuki, one of inde- 
pendent India’s most iconic companies, faces 
the stiffest challenge to its domination of the 
small car market in 25 years of its existence. An- 
alysts are divided over the outcome. “Maruti’s 
market share will fall from 42 per cent in pas- 
senger vehicles (including cars and utility vehi- 
cles) in calendar year 2008 to 33 per cent by 
2012 and stabilise thereafter at around 34 per 
cent,” says Master. (It is pertinent to note here 
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that Maruti has a minuscule presence in utility 
vehicles.) Another Delhi-based analyst, who 
wished not to be named, feels that even in pas- 
senger cars, Maruti’s 52 per cent market share 
“will go down to 40 per cent in two years’. 

Others disagree. “Nano will have its own 
market; says Jayaraman Sekar, leader, automo- 
tive, at PricewaterhouseCoopers. "It will not 
take away any small car sales from Maruti.” 
Adds Rakesh Batra, partner and national direc- 
tor of automotive practice at Ernst & Young: 
“The competitors will put pressure on Maruti, 
but they will take time to make an impact." 

Leading Maruti's defence at this critical hour 
is Managing Director & CEO Shinzo Nakanishi. 
A Suzuki veteran, Nakanishi, 61, has been in- 
volved in Maruti's affairs for 17 years, and was 
part ofthe team that created the company in the 
early 1980s. Faced with daunting competition, 
Nakanishi is sure of what is to be done. *Glob- 
- ally, the small car trend is becoming stronger,” 
he says. “In India also, every manufacturer is 
saying it will manufacture small cars. Then 
what is our countermeasure? Before they come, 
we have to make preparations with small car 
products, network, pricing and engineering.” 

On all these fronts, Maruti is at work on a war 
footing: bringing in new cars, increasing the 
number of dealers and service centres, enhanc- 
ing customer interaction, and introducing new, 
more fuel-efficient engines, and different fuel 
options for its cars including petrol, diesel, 
CNG and LPG. “If the market goes to 2.2 mil- 
lion including Nano, definitely we will retain 50 
per cent market share,” says Nakanishi. Maruti 
appears to be in a position to attain that target, 
but the road will be anything but smooth. 


The Tiny, Big Challenge 
. The mini car segment (or A1, as per Society of 
Indian Automobile Manufacturers classifica- 
tion), which heralded Maruti's entry into India 
with the Maruti 800, is certain to slip out of its 
grasp this year. Taking over will be Tatas’ won- 
der car, the Rs 1-lakh Nano, an engineering 
marvel that nobody but Tatas’ thought possible. 
With Maruti 800 selling 49,383 units in 2008- 
09, Nano's 50,000 target this fiscal will easily 
take it to the top, especially because 8005s sales 
have been sliding fast. Besides, Maruti will stop 
selling it in India after 2015-16. 

Nanos impact is unlikely to be restricted to 


à. this segment, albeit nobody is sure how it will 


impact Maruti's overall fortunes. "The long- 
term view is that it could have some impact on 
Maruti,” says Master. The Delhi-based analyst, 
however, is more emphatic. *Nano will hit 
- Maruti in the small towns,” he says. “It will also 
hit Alto in the mid-size and large cities.” 


-ra O 7 -—-————————— — 7 


Slight wobble 
After growing steadily till 2007-08, net 





Maruti has maintained it will not counter the 
Tata car. Nakanishi is forthright: “We will not 
reduce the price of Alto.” His reasoning is 
straightforward. Of Altos more than 200,000 
units annual sales, only 10 per cent is of the 
cheapest variant. So, if that is hit, it won't make 
much impact. Nakanishi also rejects any possi- 
bility of bringing in one of Suzuki's 600-cc-plus 
engines, saying the cost involved is too high. 


The Small, Big Challenge 

Maruti is instead focusing more on the chal- 
lenge to its domination in the sub-compact/ 
hatchback segment (A2 or compact segment, as 
per Siam), which accounted for nearly 73 per 
cent of passenger car sales for the industry in 
2008-09. This is Maruti territory, where it has 
58 per cent market share, and which accounts 
for an overwhelming 80 per cent of its overall 
passenger car sales. The segment is dominated 


by three Maruti cars — the redoubtable Alto, 


the resilient WagonR (annual sales averaging 
130,000 units), and the super hatchback Swift 
(average annual sales 110,000 units). Its fourth 
car, Zen Estilo, is seeing sales sliding fast. And 
the fifth, A-star, was launched in end-2008. 
The combined domination of its cars in this cat- 
egory has played an instrumental role in India 
being a small car market. “In a country where 
nine or 10 out of every 1,000 people own a car, 
for a reasonable amount of time we see this 
country remaining a small car market,” says 
Mayank Pareek, executive officer in charge of 
marketing and sales at Maruti. 

That this segment still has substantial latent 
demand was proven in FYO9 by Hyundai, Mar- 
uti's “old friend", as Pareek puts it, where the 
formidable i10, introduced in November 2007, 
notched up Swift-like sales numbers, crossing 
100,000. Driven by thei10, Hyundai clocked al- 
most 16 per cent growth in sub-compact/hatch- 
back segment compared to 2.4 per cent growth 
for Maruti, 17 per cent fall for Tata Motors, and 
3 per cent growth for the category. Hyundai will 
hope i10's amazing run will continue but J.D. 
Power's Master believes otherwise: *With much 
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Figures in Rs crore 
Source: Company 





Hanging On 


Despite the 
slowdown, Maruti 
marginally improved 
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The Coming Storm 


Maruti Suzuki faces a formidable line-up of challengers to its small car domination 





of the shine going out of the i10, its demand is 
expected to fall by 7 per cent in 2009.” 

Whether i10’s sales fall or not, it has embel- 
lished an argument first proven by the Swift — a 
sizeable market for larger and more powerful 
small cars exists. “While a good chunk of car 
buyers still head for the traditional concept of 
family cars, a growing section is now willing to 
experiment with new designs and concepts,” 
says Masahiro Takedagawa, president & CEO of 
Honda Siel Cars India, which is launching its 
premium compact car, Jazz, in India this June. 

Take Disha Banerjee, 41, a senior director 
with Indian Electrical & Electronics Manufac- 
turing Association. Banerjee, who owns a 1996- 
vintage Maruti 800 and a five-year-old 
Hyundai Santro, is planning to buy another car, 
but says she will not consider any car from these 
two companies. Instead, she is considering a 
Logan, given its “impressive mileage". 

This emerging mindset, of looking at other 
choices, is what the swarm of new small car 
warriors are banking on. Currently, apart from 
Marutis five cars, there are 11 other cars in this 
segment from six manufacturers — Fiat, Ford, 
GM, Hyundai, Skoda and Tata Motors. At least 
eight or nine new cars are on their way: one 
each from Honda (Jazz), Toyota (unnamed), 
Ford (unnamed), Fiat (Grande Punto), Nissan 
(Mirca), two from Volkswagen (Polo and Up!), 














M800, Alto, Ritz this quarter; 700,000 and 300,000 None 681/ 2,767 1,000/ 40% increase 
WagonR, Zen 1 new car each year  units/ 90% by 2010-11 
Estilo, Swift, A-star 
Santro, Getz, i10, NA 300,000--300,000/ 80% None 252 NA 
OBL LA TEELUM S RR has POM oP ee a TERIS E T Se oer RE et n 
Indica, Nano NA 200,000/ 80% 350,000 hy 2010/ 470/ 700 NA 
100% 
Chevrolet Spark, 3 new cars in 2009, 85,000 and 140,000 None 203 250 dealers and 
Aveo U-VA including a mini car, units/ 30% and 100% ^e es by 
and CNG, LPG options end-20 
None One car in the volume 100,000/ None 100,000/ 130 NA 
tact 100% 
i Skoda Fabia Polo, Up! 150,000/ 80% None 15 NA 
None Jazz (petrol) in June 100,000 units/ None 60,000 units/ not 103 113 hy 31 March, 
decided 2010 
None Unnamed 11,000/ None 70,000/ NA 82 150 by 2011 





and either one or two from GM (it will also br- 
ing in a premium sedan, Cruze, in September). 

These companies are also looking at multiple 
fuel options, particularly diesel (according to 
J.D. Power, the share of diesel sales has in- 
creased from 29 per cent in 2006 to 31 per cent 
in 2008) and adding engine capacities. For in- 
stance, GM's new engine plant with a capacity 
0f 160,000 units at Talegaon will go live by the 
end-2010, and it will also introduce LPG and 
CNG options, and special editions of its existing 
cars. “We have products and the plan to climb 
the market-share ladder in the years to come,” 
says GM India’s spokesman. 

Even Honda, known for petrol cars — it offers 
only a 2.2-litre diesel Accord and CR-V in Eu- 
rope — has begun work on an advanced small 
diesel engine as part of long-term strategy. “It 
will take at least three to four years before such 
an engine can be launched anywhere in the 
world,” says a Honda spokesperson. As for the 
Jazz, Takedagawa is bullish on its prospects: 
“The Indian customer is very smart, and I am 
sure he will see real value in what the car offers.” P 

Ford is increasing engine production capac- 
ity from 60,000 to 250,000 (both diesel and 
petrol). The company plans to utilise part of its 
200,000 car production capacity for export to 
other markets in Asia Pacific (APAC), albeit the 
major focus will be on India. *Domestic market 
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is the foundation of exports, 35 
says John Parker, executive 
vice-president for APAC and 
Africa at Ford Motor. "If we are 55 
not successful domestically, we 
won't be able to build the cost 20 
base for exports." 

Then there is Volkswagen, 19 
the market leader in Europe 
and China, and one of the 
world's largest car makers. "We — 5 
want to become No. 1 globally,’ 
Joerg Mueller, president and 0 
managing director of Volkswa- 
gen Group India, had told BW 
for an earlier story (see Premium Manoeuvre, 
BW, 13 April 2009). “Therefore, we have to 
think in which markets, in which segments, we 
should act. In Europe, we're talking about 2-3 
per cent growth. Here (in Asia), we are talking 
- about much, much more. I am convinced this 
growth will come from India.” 

The line-up is formidable, but Maruti has its 
plans in place. It launched the A-star in Novem- 
ber, though in the long term, it plans to export 
two-thirds of A-star's production to Europe. 
Then, this quarter, Maruti will launch the Ritz 
in petrol and diesel, the ratio being 30:70. 
Nakanishi declines to give its likely price, but 
market rumour has it that it could be upwards 
of Rs 4 lakh, in confrontation with Maruti's own 
Swift. Not that Maruti is worried about any can- 
nibalisation, because having more cars in the 
same segment has always helped it corner 
greater market share. There are other cars in 
the pipeline, too, one a year, according to 
Nakanishi. *Right now we cannot talk about 
new models, but we will launch other cars also 
to compete with these companies,’ he says. 

But Maruti’s trump card in the segment 
against quality global competition remains the 
Swift, which generated a waiting list immedi- 
ately after its launch that exists even in today's 
slowing market thanks to unrelenting demand. 

Maruti is also putting out CNG, LPG and 
diesel variants of most cars, besides introducing 
a more fuel efficient K-series engine and boost- 
ing its diesel engine capacity to 200,000. 
Despite the sub-compact/hatchback segment 
being at the epicentre of action for the global 
majors, Maruti is unlikely to be moved from its 
perch at least till 2011-12. 


The Mid-Size, Big Challenge 

Holding the biggest surprise is the sub-comp- 
act/sedan segment (A3 or mid-size, according 
to Siam), where Maruti had struggled for long, 
trailing Hyundai, GM, Tata Motors, Ford, even 
Hindustan Motors. Maruti finally turned the 


Joining The Big Boys 


304 In 2007-08, Maruti emerged market leader in the mid-size 
segment with cars such as Swift Dzire and SX4. 
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tables in 2007-08 by bringing in first the SX4, 
and then the Swift Dzire. In 2008-09, even af- 
ter facing dipping sales of SX4, Maruti is No. 1 
in this segment with 31.41 per cent market 
share in 2008-09. *Maruti has been able to 
prove that it can come out with bigger, good 
looking cars as well," says J.D. Power's Master. 

Taken together, Dzire and SX4 sold nearly 
76,000 units last fiscal, compared to a little 
more than 49,000 units of Tata Indigo, and 
over 38,200 units of Honda City. Now Dzire's 
increased production capacity of 8,000 per 
month would take Maruti beyond the others' 
reach. “That gives us the confidence that let 
people come, we will fight,” says Pareek. 


The Experienced 

More than its cars, what makes Maruti stand 
out is its unmatched distribution network: 681 
dealers in 454 towns and cities, and 2,767 serv- 
ice centres in 1,314 towns and cities. A con- 
sumer, therefore, can reach a Maruti touch- 
point virtually anywhere in India. And it is 
adding more. “We are covering not only tier-I 
cities, but also tier-II, tier-III — all cities,” says 
Nakanishi. *Other companies have very small 
distribution networks,” says E&Y's Batra. "Their 
dealers are still coming up to profitability. So 
their ability to hold inventory gets affected in 
the meantime.” 

The latest battle for India’s small car market, 
everyone agrees, has only begun. Over the next 
three years, several pieces of the puzzle will un- 
fold. With best sellers such as Alto, WagonR, 
Swift and Swift Dzire in its ranks, Maruti is not 
easily shaken. And if the Ritz succeeds, its 50 
per cent market share will not be breached — at 
least until 2011-12. But the consumer won't 
mind the avalanche of technologically superior, 
more fuel-efficient, better looking cars, never 
mind the tag. So, let the battle begin. 


With inputs from Sourav Ray 
alokesh.bhattacharyya (9) abp.in 
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gas policy 


Small Share, 


A ‘golden 
share’ 
gives the 
government 
greater say 
in projects 


NEXT IN LINE: 

The New Delhi Railway 
Station modernisation 
project may have 

the golden share clause 


Big Stake 


by Kandula Subramaniam 


THE ELECTIONS MAY HAVE RESULTED IN A FREEZE 
on policy matters, but investors in the infra- 
structure sector had better watch out. The new 
government may insist on having a ‘golden 
share’ in key infrastructure project enterprises 
with the primary intention of retaining all- 
important voting (and veto) rights in a project 
company, even if the government does not have, 
say, a 26 per cent stake in the project. 

“Despite having a 26 per cent share, a 
joint venture partner has limited rights and can- 
not block important resolutions,” says Vineet 
Aneja, a partner with law firm FoxMandal Little. 
“With a ‘golden share, which can even be only 1 
per cent, a partner can have sweeping rights.” 

Often, the government may have stake, but 
may not have a say in some of the important de- 
cisions taken by the board. It will not be, for in- 
stance, able to make sure that a metro rail proj- 
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ect company does not suddenly take up real es- 
tate as its core business. 

Borrowed from the British, the concept of a 
‘golden share’ was put forward by the Planning 
Commission in model concession agreements 
(MCAs) for some critical infrastructure sectors 
about a year ago. All MCAs are policy docu- 
ments that have to be cleared by the Union Cab- 
inet. However, prolonged inter-ministerial dif- 
ferences on MCAs left them festering in the 
draft stages even as the UPA government’s 
tenure draws to its end. 

Gajendra Haldea, principal advisor in 
the plan pad and the key official behind the 
drafting of the MCAs, says the intention was 
to introduce a ‘golden share’ in sectors that 
require huge investments and have a large user 
interface with complex inter-relations in other 
areas such as, say, real estate. “This is predomi- 
nantly in sectors such as metro rail projects,” he 
says. The other sectors include airports and rail- 
way station projects. 

Of these, officials in the commission say only 
the metro rail MCA has been given final shape. 
The MCAs for roads and ports, which have been 
cleared by the government, do not carry a 
‘golden share’ clause. 

The controversial Hyderabad metro rail proj- 
ect, which was awarded to the Maytas-led 
consortium last year, is probably the first infra- 
structure project where the state government 
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has been entitled to a ‘golden share. The New 
Delhi Railway Station modernisation project is 
expected to carry the golden share clause next, a 
prospect that causes some anxiety as it has no 
precedence in India. 


What's A Golden Share About? 

It was the Margaret Thatcher government that 
first introduced the concept of a golden share in 
the 1980s, when UK' public sector companies, 
especially utilities, were first privatised. Despite 
having a small shareholding in the privatised 
entity, with its golden share the government 
had the right to intervene significantly in the 
running of the enterprise thanks to its veto 
power on major corporate decisions, In India, 
although a ‘golden share’ was conceived for the 
disinvestment of public sector oil companies, it 
was never implemented. 

Now, infrastructure projects offered by the 
government in a public-private partnership 
mode are executed under a special purpose vehi- 
cle (SPV) with one or more joint venture part- 
ners. The golden share can be introduced 
through the partners via a contract based on 
mutual understanding — one clause in the MCA 
calls for the concessionaire (developer of the 
project) to execute a shareholder agreement, en- 
titling the government to a golden share. 

“The concept of a golden share is not Some- 
thing provided for in the Companies Act, and 
such a right is available to shareholders through 
a contract, which becomes binding on the com- 
pany pursuant to incorporation of such right in 
its articles,” says Aneja. Indeed, a golden share 
can give more powers to the government than a 
JV stake. 

The golden share entitles the government to 
the right to veto relating to 15 issues including: 
to commence any new lines of business; to make 
inter-corporate loans and investments’ exceed- 
ing 10 per cent of the company’s paid up share 
capital; to keep registers and returns at any 
other place than within city, town or village in 
which the registered office is situated; to reduce 
the share capital; to issue sweat equity shares; to 
alter the provisions of the memorandum; to al- 
ter or add to the articles of association; to change 
the name of company; and to purchase the com- 
pany’s own shares or specified securities. Put to- 
' gether, these provisions allow the government 
sweeping powers of intervention. 


Intention And Perception 
What the government intends to do with 
such a provision is a question of perception, ac- 
cording to Aneja. 

Haldea says that the intention of the golden 
share is not to interfere in the day-to-day func- 


Power Of Gold 


A ‘golden share’ will allow the government to 
exercise extensive powers in joint venture projects 





€ Veto power to commence any new lines of business. Through 
this, the government can ensure that the SPV does not branch off 
into areas that can affect the core business. 


€ Veto power on alterations in memorandum of association and 
articles of association. The government can ensure that the board 
does not change the basic constitution of the company. 


€ Veto powers on decisions to wind up the company, including 
applying to court to wind up the company. 


€ Veto power on decisions to purchase the company's own shares. 


.€ Veto power on decisions to issue sweat equity shares. Through 
this, the government can disallow decisions of the board to give 
shares to company's employees. 


. € Veto power to shift offices of the project outside the state. 


€ Veto power on decision to change the name of the company. 

Through this clause, the government retains the power to ensure 
that the promoter does not choose a name for, say, an airport that 
is contrary to public interest. 


tioning of the company, but to ensure that the 
government is in a position to veto any major 
change in the business and structure of the 
company. "Some governments want a part in 
the joint venture company of a project in order 
to be entitled to information on the functioning 
of the company,’ says an official who did not 
want to be named. 

His view is not shared by the players behind 
the infrastructure projects. A few weeks ago, 
the National Highway Builders Forum wrote to 
the government that the existing MCA has 
“enough controls, which could be exercised 
from time to time by the statutory auditors as 
well as by the authorities concerned that the 
project funds are utilised in the defined man- 
ner". The forum saw no requirement for the 
government to have a nominee with veto pow- 
ers on the board ofthe company. 

Although, currently, there are no plans to in- 
troduce the concept of a golden share in roads, 
ports and power, some investors and even 
bankers feel that this may be done once a new 
government is formed. | 

The bankers’ perspective rests on the fact that 
they fund bulk of the project. Jitender Balakr- 
ishnan, deputy managing director, IDBI, says 
with a clause like this, "We would be very cau- 
tious about it." 
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Return Of 
The Mutants 


The swine 
flu virus is 
deadlier 
because of 
its unpre- 
dictability 


HIGH ALERT: 
Countries across 

the globe are stepping 
up their preparedness 
for swine flu 


| 


j| 


by P. Hari in San Francisco 


OF ALL THE POTENTIAL GLOBAL DISASTERS THAT WE 
periodically list and examine, only one has 
threatened repeatedly to become a reality: the 
flu, a variety of which is now spreading quickly 
across the world. A global flu epidemic seems a 
feeble threat compared to an asteroid impact or 
a nuclear holocaust, which nobody has encoun- 
tered. But a severe flu pandemic has happened 
at least once in the living memory of many peo- 
ple. And it will happen again, say many epi- 


demiologists, probably within the lifetime of 


many who are alive today. 
he 1918 Spanish flu epidemic is supposed to 
have killed about 66 million people: There have 
een a few flu epidemics since then (see "The 
Never Ending Story’ on page 50), but all of them 
were contained in a few weeks with relatively 
small number of casualties. The swine ffu is the 
first major outbreak after 1918 that threatens to 


develop into a global pandemic. On 29 April, the 
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World Health Organization (WHO) raised the 
level of the pandemic to Phase 5, one notch be- 
low its highest. "Let me remind you,” stys WHO 


Director General Margaret Chan, *thàt new dis- 
eases by definition are poorly understood. 


mutation and unpredictable behaviour” 
— At the time of going to press, the US had re- 
ported its first casualty — a toddler who had re- 
cently come to Texas from Mexico. Officials of 
the Centres for 1 Disease Control and Prevention 
(CDC) in Atlanta warned that the swine flu 
might continue for a few more weeks and cause 
more casualties. "We may start to move away 
from giving specific numbers and move on to 
escribing states and clusters," says Richard 
Besser, actin lsease control and 
prevention at CDC. The disease has affected 64 
people so far in the US, and several others in 
Spain, New Zealand, Canada and the UK. 

But compare this to the seasonal flu in the | 


US. Every year, hundreds of thousands of peo- | 
E 


ne bene 


Jle get the seasonal flu in thé US, It kills 36,000 
in the US and 5Q0,000 in the world every year. \ 


So far, the swine flu has caused only one death 
















in the US and 159 in Mexico. US and Canadian a 


epidemiologists now doubt whether many of 
these deaths in Mexico were actually caused by 
the swine flu virus; Mexico does not have the 
infrastructure to analyse the samples quickly, 
and this analysis is supplemented by those of 
US and Canadian epidemiologists. Mexican 
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THE YOUNG SCIONS OF ENTREPRENEURSHIP 
ARE READY TO TAKE ON THE WORLD. 





Vivek Palod Phanindra Sama Mannish Agarwaal Hanish Pherwani Sanjay Bafna V. G. Lokesh Nilesh Partani Manoj Kothari 
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Young and raring to go, the country's best small entrepreneurs have 
made it big. With rare business acumen, vision and a passion to succeed, 
these entrepreneurs have triumphed over tough competition to. secure 
patronage of the Future Group. Join us as we salute India’s newest 

icons of entrepreneurship and raise a toast to their success. 
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MLW public health - 


The Never Endin g Story Flu viruses continue to mutate and cause harm 
Spanish Flu, 1918 ® | Asian Flu, 1957 ® | Hong Kong Flu, 1968 ®| SARS, 2002 ® | | Avian Flu, 03- 09 ı Swine Flu = 
HINI strain: The worst flu H2N2 strain; H3N2 strain: This —  SARS(n p HIN new 












pandemic in recent memory. It s pandemic was ^ 
was supposed to considered milder ` 
have killed 60 million . than the two that 






preceded it. The 
virus was first ^ 
noticed in China. It 
killed an estimated 






people y 
" 5 




















About 421 cases 


1 million people reported, with 
worldwide 251 deaths 
-— o 






present in any vaccine. *It has a 
emagglutinin that has not been 
seen before,” says Ram Sasisekha- 


doctors may have jumped to conclusions 
quickly. So do weneed to worry? 2^ 
The worry is from the pure potential ofthe 


influenza virus to spread devastation, and ^ ran, director of Harvard-MJT 
not linked specifically to the swine flu virus. A^ Division of logy. It. 
virus like this could behave in any way imagina- means that no existing vaccine will wor inst 


ble. It could become really virulent and kill mil-^ this. And it will take at least six to eight months 
lions quickly; infect and make people sick, but Ege amen pap I aa DNM ERES accine is developed. 

pot eana. many SSE eae ont inar Influenza viruses keep changing rapidly be- , 
weeks without making too many people sick. cause of mutations. So, there is need for a new i 
And,then, after a while, it could return with in- vaccine every year. Seasonal flu vaccines are | 
creased vigour. That was what happened with _ combinations of two types of influenza surface 
the Spanish Flu. Or we may never hear about it proteins, but many more kinds of viruses exist 
again for decades, as happened in the swine flu and infect people. So far, scientists have found it 
epidemic In 1976."We cannot predict what will impossible to develop a vaccine that can protect 
happen,” says Richard Wenzel, epidemiologist against all kinds of flu. Such a vaccine is the 
and chairman of the department of internal Holy Grail of flu vaccine research. Some scien- 


medicine at the Medical College of Virginia tists are claiming to be close to achieving it. 
Campus, and till last year president of the Inter- Walter Fiers, a molecular biologist at the Uni- | 







national Society for Infectious Diseases. versity of Ghent in Belgium, has been trying to 


In the past week, gcientists have learnt alot | develop a universal Vaccine for some time now. 


about the swine flu virus. The viral genes have || Three decades ago, he had worked in the lab of 
Been compared with that of other similar known | | Hargobind Khorana. He had been trying to find 
ACTU EG aches Bam three mfbiehda Out a part of the virus coat that does not charlge A 
Viruses: pigs, humans and birds. “Itissomewhat — durihg mutations. This part was called the M2e, 
unusual to have genes from three species to- and he developed a method to produce antibod- 


gether,;*says ever, it is 1 not impossi- ies against this protein. This technology was 
ble. Pigs can harbour both hüman and avian transeat to the British firm Acambis which, 


viruses too, and genes from th in in turn, was bought a few months ago by the 
espirbalorearicually The important aspectof French firm Sanofi Pasteur. Acambis conducted 
this epidemic is not that it has three genes, but Phase I clinical trials on humans, and found that 
that some of them are unknown. 90 per cent of the people develop immunity. 

Flu viruses are distinguished by the coat of Meanwhile, scientists at the University of 
proteins on their surface. There are two types.of || Saint Louis, US, also claime re developed 


proteins: the haemagglutinins (H) and the neu- || a universal vaccine. They presented the results 
raminidases (N). There are a few varieties of H ' f ofPhase I trials at a conference in Baltimore on 
and N, and these proteins are used by the virus 27 April. Both vaccines may not prevent infec- 
to gain entry into the host cell. The Spanish flu tion, but they try to stop the disease from be- 


as of a called HINI1, whose relatives are coming serious. A universal influenza vaecine 
still floating around. Vaccines are usually de- &ould be one of the most significant medical 





Signed for generating immune_responses to ||breakthroughs ofthe century. 
these "proteins. Sequencing of the swine flu 3 3 
genome has revealed that it has proteins not hari@bworldmail.com 
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Case Studies.on Respect 
The Prime Mover by 
Meera Seth, is a 
collection of dynamic 
cases that highlight the 
stark reality of how 


everyone, wants to survive 


in the corporate world at 
any cost. These cases 

-< try to answer questions 
like, “Whose needs are 


v more primary - the 
Es. case — TUM organisation's or the 
-— mee sajna employee’s?” The case 
: mes UN studies explore the rush 
| mm m to perform, to be seen, 

d dein to be known and be 
e Moni dies en awarded. This book also 
n grat : elucidates the conflicts 
von Fai : that arise in terms of 
| t E à boundaries. 
Buy this book if You are a: 
Ee Business Head: You will learn how India Inc. is moving slowly but 
ST Author: Meera sett surely is moving towards a more professional Aiii to res 
Š T Rs 250/- business 





T OP g oa E" TTA TOF 7 Et 
j Fl “tr : 

T tion: 17. A TRAE. 
rH Un M S E ent. ey Oe de SO a Se: 
Es. - (si No. t ? A c ice sig 
By Seat qur e ] 

SER. i > 





Mid-level Executive: You will learn about how and why the demand of 
firms and organisations for quality professionals are going up 


Consultant: You will earn how it is becoming essential for managers 


CC REI IAN CORE ge to win respect of their peers and employers 
is EA Student You will learn about the tremendous value that respect will 
gu ENS — play in your future 


Now Available at all Leading Book Stores Across India 
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Error by 


Commission 


Telecom 
majors slip 
up on 
reporting 
tariff data 
to Trai 


by M. Rajendran 


THERE IS A THIN LINE BETWEEN A MATHEMATICAL 
error and a wilful misdemeanor. That is what the 
Department of Telecommunications (DoT) is 
out to unearth having realised that billing and 
data related errors in India's hyper-growing tele- 
com industry — it grew 58 per cent to 261 mil- 
lion subscribers in 2007-08, and by 50 per cent 
to 392 million in 2008-09 — are rising alarm- 
ingly. Four major operators have made some er- 
ror or the other — violating telecom licence con- 
ditions — in their monthly reports submitted to 
Telecom Regulatory Authority of India (Trai) in 
2007-08. Albeit the numbers are small and, in 
most cases, corrective steps have been taken. 
The violations relate to non-conformity of tar- 
iff as prescribed by the regulator, not preserving 
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all billing and other accounting records for a pe- 
riod of three years from the date of publishing of 
the companies’ accounts, and not offering a reg- 
ular itemised billing service to customers. 

Vodafone Essar, for example, charged roam- 
ing rental of Rs 1.52 lakh from customers in 
Haryana, Rs 90,000 in Punjab and Rs 86,000 in 
Uttar Pradesh (East) circles, but reported ‘zero’ 
roaming rental in its submission to Trai and 
DoT. Bharti Airtel took Rs 74 lakh from its cus- 
tomers under various heads and didn't report it 
to its auditors. Reliance Communications 
charged about Rs 2.31 lakh as roaming rental 
from its customers in all circles. And Spice Tele- 
com did not submit accounts of estimates. 

When Trai got wind of numbers not adding up 
after comparing reports submitted to it with re- 
ports submitted to DoT and stock exchanges, 
and after receiving customer complaints 
through the ombudsman and NGOs, it ap- 
pointed independent auditors to check the re- . 
ports. *It has encroached upon the limited regu- 
latory resources of the authority, which was 
avoidable, but for the misrepresentation made 
by the operators,” says a Trai official. After the 
exercise unearthed instances of misrepresenta- 
tion of facts, Trai Secretary R.K. Arnold shot off 
two letters to the Department of Telecommuni- 
cations (DoT) Secretary Siddhartha Behura, 
asking for action against the operators. 

The companies had explanations for the er- 
rors. Vodafone told the regulator that it was an 
error *due to an inadvertent wrong calculation 
in these circles". Bharti argued that it should not 
be penalised since it has refunded the money to 
those subscribers that it could identify, and de- 
posited the balance in the Telecommunications 
Consumers and Education Fund. Reliance said 
it had made pro rata adjustments to subscribers 
before submitting to Trai. And Spices response 
to the regulator: “Old data restoration was not 
possible,” hence it could not provide the num- 
bers to its empanelled auditors. Arnold, though, 
is unmoved. *Misrepresentation is misrepresen- 
tation, and it remains so even if there is suppos- 
edly certain reason/explanation behind it,” he 
says in one ofthe letters to DoT. 

Trai also provided documentary evidence of 
the violations to DoT last month, but no action 
has been taken so far. Strangely, though, Trai 
has looked at only 2007-08 numbers. Bharti, 
Vodafone and Tata Indicom reportings have in- 
dicated discrepancies in their revelation of sub-_ 
scriber numbers. This DoT offcials feel could be 
to save on the 6 per cent mandatory revenue 
share. The scope and extent of this under- 
reporting is now being investigated by DoT. 
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GREEN MILES: 

The eco-friendly bike 
developed by Kingston 
University students can 
touch a speed of 102 
miles per hour 





Zero-emission bike 
with speed that thrills 
Students of Kingston 
University in the UK 
have designed a bike that 
would bring joy to both 
environmentalists and 
sports enthusiasts. This 
bike can race around a 
38-mile mountainous 
course at a speed of up 
to 102 miles per hour, 
but emits no exhaust 
gases. It runs on 
rechargeable batteries 
that can be charged from 
a standard household 
socket. It will be 
competing in the first zero-emission Grand 
Prix to be held at the Isle of Man on 12 June. 

The key to the performance of this bike is its 
energy management. A normal petrol vehicle 
wastes 70 per cent of the energy it carries. 
Unlike petrol, a battery has less energy density 
and not much energy can be wasted. The 
electric bike wastes only 10 per cent of the 
energy it carries. The overall carbon dioxide 
emission of the bike, when you consider 
manufacturing and electricity generation, is 
around 50 per cent of normal bikes. The bike 
will compete against some of the best 
motorcycles in the world on one of the most 
challenging race courses. 


The day the dinosaurs died 

The mass extinction of dinosaurs and other 
species around 65 million years ago was a 
mystery till scientists discovered the impact 
crater at Chicxulub in Mexico. This 180-km 
wide crater was the result of a massive 
asteroid impact and it seemed to coincide with 
the mass extinctions. However, scientists had 
begun to doubt this theory, 
and now US and Swiss 
scientists say that there was 
no connection. 

In a paper published in the 
Journal of the Geological 
Society, scientists at the 
Princeton University and 
University of Lausanne say 
that the impact happened 
300,000 years before the 
mass extinctions. Not only 
that, they now say not even a 


single specie became extinct because of the 
asteroid impact. None of the other mass 
extinctions in history has been caused by 
celestial impacts, hence this theory is not 
inconsistent with evidence. 

So what caused the extinction of dinosaurs? 
The attention now turns to India and the 
massive volcanic eruptions that happened here 
65 million years ago. These eruptions created 
the Deccan Plateau and could have caused 
widespread climate change. 


Magic corn for health 
Scientists in Spain have produced corn that can 
serve as a multivitamin tablet, reports the 


journal Nature. Several labs around the world 


have used genetic engineering to enhance the 
vitamin content of crops, but only one vitamin 
at a time per crop. Since most vitamin 
deficiencies are among the poor, such crops can 
only partially address the issue. Poverty 
prevents them from eating multiple cereals, 
and that is the cause of the problem. 

Now scientists at the University of Lleida 
in Spain have created corn that has extra 
levels of three vitamins: beta-caroine 





(precursor to vitamin A), vitamin C and 
vitamin B9. Deficiencies in these three 
vitamins are common in poor and developing 
countries. Vitamin A deficiency causes night 
blindness among other things, vitamin C 
deficiency causes scurvy, and vitamin B9 
deficiency (folic acid) causes anaemia and 
many other conditions. 

The magic corn is primarily aimed at Africa, 
but it is not clear whether the continent has the 
system to evaluate and use genetically 
engineered crops. It could be useful in India, 
too, as many people here suffer from 
deficiencies in these three vitamins. 





P. Hari in San Francisco 
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BLOOMBERG 


ECTS recession-Il 


From Confusion. 
To Conviction 





PAUL BOUBEL WALKED INTO THE EXECUTIVE 
lounge of Bangalore International Airport, his 
eyes seeking a spot to park himself. At 4 am, the 
lounge was crowded. The only alcove with a seat 
was the one where a saffron clad Swami sat 


"Many of life's failures are people who did 
not realise how close they were to success 
when they gave up." — Thomas Edison 


plodding on his laptop. Paul took his permis- 
sion and settled on the sofa. A warm greeting 
from the Swami, the offer of a cup of tea, a small 
shared joke, a cold napkin... and Paul felt safe 
and assured. As the swami returned to the open 
pdf file on his laptop, Paul said, "Are you from 
Bay Area?" The swami replied, "No, I am from 
Kerala, but yes, I am enroute there. San Jose to 
be specific. For a Gita Yagna that I am conduct- 
ing there.” 

*Gita!" said Paul, ^I may appear poorly read 
sir, tell me what is this Gita about? There is such 
hype about it in the US.” And the Swami said, “It 
is about a simple soldier who breaks down in 
the battlefield, unable to do his duty and says 
‘Sorry, I cannot deal with this, and wants to 
quit. This soldier's driver is the Lord, who tells 
him that is most un-warrior-like and why he 
needs to adjust his lenses. 

Paul glazed briefly, then asked, “And why was 
it un-warrior-like?" Smiling, the Swami said, 
"That will be 18 chapters! But in brief — if you 
have a duty, you do your duty, that's all. Or as 
you would say in the US, You'ce got to do, what 
you've got to do.” For the next 30 minutes Paul 
experienced discomfort. And while the Swami 
returned to his pdf, Paul grew more ponderous as 
the thought gained mass. And presently, Paul 
had left Bangalore International Airport. 

Elsewhere, Vishesh Ved was battling the loud 
chatter of voices in his head — Brenda, Don, 
Joshua, Visaka, Shivani, even Basappa the 
driver... every voice was intoning "You must 
find Paul.” But where was Paul? 

Paul was NaVi India’s solution architect. 
NaVi, a US-based IT product company, had 
only recently set up a full service business in In- 
dia, expanding its erstwhile development cen- 
tre to include sales and marketing too. NaVi's 
owner-CEO, Vishesh Ved, was an American In- 
dian, who had successfully crafted and navi- 
gated NaVi for eight years in Jackson, Ohio. 

In July 2008, Vishesh moved his family to 
Bangalore. And even as he cut the inaugural 
ribbon, the downturn bad news had begun con- 


by meera seth 





suming profits and morale in the US. The busi- 
ness in India had a checkered start with 
prospects making demands on NaVi to prove its 
skills for free. It was during such a dialogue with 
K-Lam that Paul lost whatever pre-Christmas 
cheer was left in him, and walked out of Copper 
Towers, into the evening, leaving only a cryptic 


ILLUSTRATIONS: ARINONY LAWRENCE 


email message for Vishesh. P 


Lying on his back looking at the stars at 4 am, 
frustration crept over Vishesh for whom nothing 
was going right; no money, no morale, no hope, 
nothing. Presentations did not convert into 
business, and the ones who showed interest did 
not have budgets. Paul had disappeared and his 
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other colleagues were not exactly coping with 
the problems that were sprouting every minute. 

Vishesh missed his elderly parents, whom he 
had left with his sister in Houston. His eyes 
turned moist as he recalled his father’s narrative 
of how they began life way back in the 1970s. His 
parents migrated to the US from a very small vil- 
lage in India, to give their children a better life. 
His mother, who could not even speak English, 
worked as a nurse's aid working 70+ hours a 
week; his father worked three jobs, a bus boy, a 
film runner, and a cashier. J cant even stay posi- 
tive and keep everyone's morale up... Baba had 
hope but I have none... Where is Paul? 

A mild person, who sang Jagjit Singh while 
driving to work and Bob Dylan while driving 
back home, Vishesh was a regular chap. He 
worked, he toiled, he earned, he paid. He went 
home to warm food, watched television and read 
The Tao of Pooh to his kids. Now, suddenly this 


^srecession thing was making him perform on a 


stage for which he had no script. 

The phone rang. It was Sumati from the Taj; 
she had contacted the driver who Paul had hired 
for the day yesterday. Vish could talk with him... 

And it was as he was on his way to the Taj that 
Paul was on his way back to the hotel. In a clas- 
sic Bollywood-like orchestrated coincidence, 
the two men met at the driveway of the hotel 
that had witnessed many such dramatic mo- 
ments. What the two men said to each other at 
that moment was brief and comic. And when all 
had been said, Vishesh rebooked a room for 
Paul and the two sat in the lounge. 

As the soothing words hardened into busi- 
ness talk, Paul said, *Look, I am a design guy, 
but convince me we have a real opportunity in 
India. Chopra does not appear to me a part ofa 
market that is serious about growth." Vishesh 
nodded, “I know, I know... I will explain: these 
are times of unusual behaviours; Chopra too is 
probably a victim of shock — his business has 
been hit too and he is forcing normalcy. 

"But to answer the question on opportunity: 
the annual global IT market is $850 billion. Of 
that, $250 billion is outsourceable. India has 
about $50 billion of this market, 92 per cent of 
which comes from Fortune 400 companies. See 
what I mean? There is a huge potential in the 
SME segment for outsourceable work. Most of 
these companies have moderate budgets but are 
intimidated by the bigger players. This is the 
space where NaVi wants to play. The top end of 
this space has SMEs with IT spends of $15-20 
million a year. Big players like Wipro and 
Infosys will now begin to target this market. 
These big guys will be under pressure to ratio- 
nalise their cost-value proposition. Their peo- 
ple cost is huge — most have 10 people to do a 


job that requires five. They are not geared to de- 
liver this value proposition." 

Paul soaked in the numbers and logic while 
Vishesh continued, *I strongly believe that 
India is underserved in IT and consulting, and 
there is a large opportunity in serving the 
Indian market. Big accounts are not coming our 
way yet, but interest levels are high, you know. 
Despite the recession, we have not been cutting 
down on salaries, and your team will be high on 
my nurture list. We have huge value to add in 
the Indian market, which, trust me, will be a 
large part of the revenue in 2009. So, hang in 
there, in faith, please?" 

Later, they drove to the office with Vishesh 
continuing the talking, the entreating, the con- 
vincing... and not a word from Paul. For, Paul 
was yet in that semi-awake state recalling the 
orange man's words about un-warrior-like... 
He was arguing it inside, but guarding it within 
a fortress of furious silence. 

At 8 am, they were conferring with Brenda 
and Joshua across computer screens. While his 
two colleagues were spewing abuses at him for 
disappearing, Paul made his coffee and occu- 
pied himself with random papers. Vishesh said 
to Brenda, "Why don't you read out what our 
clients have had to say about us?" And she read, 
^NaVi's expertise in all aspects of the software 
development life cycle has significantly reduced 
our cost structure... NaVi's investment in our 
technology roadmap has allowed us to acceler- 
ate... Oh, nevermind! It is the usual happy, po- 
lite stuff; there are some more but I am not go- 
ing to open more files, and I am not getting 
mesmerised, please.” 

Vishesh was not giving up, “Hey Brenda, 
guys... itis Christmas, the spirit of the season 
demands that we remain cheerful. Do you think 
Golman and all of them would mouth phoney 
stuff? I tell you guys those words are for real...” 
Joshua interrupted, “Vish, all that is the US 
clientele. What are the Indian clients saying? 
Oh! but then how did I forget, where are the 
Indian clients!” he mocked, annoyed. 

Vishesh felt walled, when Brenda said, “We 
have no client to count. And K-Lam! Just look at 
the kind of clients you are getting!” 

Joshua added, “You might say there is noth- 
ing wrong with that, but we have explicit copy- 
right on the statement of work (SoW) — yet 
clients share it! Paul is right in getting annoyed. 
It is our design!” 

Paul spoke. “That’s enough Josh, it’s OK.” 
Then a split minute later he said, “I am off to K- 
Lam,” leaving them in an inexplicable silence. 

For K-Lam, this was the first time they were 
dealing with crisp business-like methods. 
Kanakraj Rao, the IT head, felt a great sense of 
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usefulness while dealing with someone so pre- 
cise and orderly, and he was now ordering oth- 
ers with an even more greater sense of purpose. 

Last week, Chopra, the operations head of K- 
Lam, had wanted a fixed-bid offer — one fixed 
cost for the entire job — from proposal to de- 
tailed specs to implementation. Vishesh would 
not have minded, but then K-Lam had only a 
wisp of an idea of what it wanted done. So, 
while Paul had been startled to discover their 
utter cluelessness, Vishesh, knowing that was 
how many companies operated, sailed into the 
chaos, confident of being able to navigate. 

Vishesh’s friends had cautioned him that 
many prospects were known to get specs built 
at zero-cost, which they then gave to smaller 
firms to implement at low rates. He, therefore, 
stated unambiguously in the proposal, that the 
requirement building would take 3-4 weeks, 
and would be billed on time spent. 

Kanakraj loved this. He was practically ec- 
static, because they were finally getting process, 
a real document and a success with definition. 
Kanakraj was an ideas man, not a designer. 
Hence, all he had by way of an intention or 
thought was a two-page document, which he 
had given to Paul. He had not defined the 
process or even evaluated it, nothing. But NaVi 
was just what he wanted; he had been burnt by 
companies that always slapped him with a bill 
that was 10 times the estimated. 

Last week was also when Paul had rubbed 
home the caveat that K-Lam must pay for the 
SoW. Then, Chopra had said, ‘we will see...’ and 
made a joke with Kanakraj. Later, when Paul 
sent an estimate for the SoW and an invoice for 
the 50 per cent advance, the procurements and 
contracts manager, who procured everything 
from paper clips to water cisterns for K-Lam, 
was perplexed. Smiling benignly at Paul, he 
asked, “But, why are you charging K-Lam for 
fact finding about K-Lam?” 

Paul knew he had hit a brick wall. 

As frustration set in, Paul had reasoned with 
Joshua for help, “This is the most critical part of 
the diagnostics. Once we do this, the rest is only 
solutions engineering.” In turn, Joshua had rea- 
soned with Vishesh, “Because we wanted to gain 
entry, we charged our diagnostics at cost, which 
is already dumb...” Brenda pitched in too, “This 
is just standard procedure, Vish, why are they 
resisting? I don’t understand how they expect 
us to give a fixed bid contract for something nei- 
ther they nor we have a clue about!” 

Thus, there was a lot of frustration at NaVi and 
anticipation; that was when Paul cut short all the 
haranguing and talked directly to Chopra, whom 
he had now begun to vaguely dislike. And return- 
ing that compliment Chopra had declared, “We 
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are mothers of IT. You are new. Do it for free.” 
And Paul had quietly walked out. 

Now three days later, he sat at K-Lam, wait- 
ing to meet Kanakraj. J am new to their culture, 
their body language, their codes and cues, their 
inner responses and outer body language; when 
he says ‘yes yes; is he agreeing or is he shushing 
me? When Chopra said, ‘we will see, did he 
mean ‘yes we will see’ or ‘no, we will see’? I have 
to learn to decode all this...’ 

Paul sat with Kanakraj trying to understand 
Chopra’s standpoint, the IT team’s standpoint 
and the user’s standpoint... digesting his cus- 
tomer’s needs slowly. Soon Vishesh arrived and 
deftly repaired feelings and restored smiles 
knowing that Paul's disappearance would have 
caused angst, finding it safest to leave it all un- 
said. “What the heck,” he thought, while smiling 
to a waving Kanakraj, “We are also having a bad 
time and need comforting..." 

Over the next few days, Paul plodded on, sit~ 
ting one-to-one with the various users docu- 
menting his final specs. And as he asked ques- 
tions, and thin sliced every usage situation to its 
finest, everyone at K-Lam began to understand 
the value of defining specs upfront; most of all 
Chopra, who had been belligerent to say the 
least. Even more appreciative of Paul's resilience 
was Vishesh who said, humbly, “You amaze me, 
Paul!” adding, “For future projects, I assure you, 
we will charge for specs on time-cost basis.” 

Paul remained uncommunicative and quiet 
for the most part, except when he had to discuss 
with the users. There he was very careful and en- 
couraging, as he helped them see what would 
happen if they revealed less and if he based his 
design on that minimal information. He was 
generous with examples, and on two occasions 
he pulled out the whiteboard in the conference 
room and took them through a faulty design 
based on hasty information. His audience 
gasped when he showed them how off the mark 
NaVi's solution went on some occasions, when 
the user had not specified needs well. Kanakraj 
felt very mollified that even Americans made 
such silly mistakes. But he did not approve. 

K-Lam’s users were impatient to have Paul 
draw up their system and often met him in the 
corridor or in the coffee alcove with small re- 
quests for this or that to be included in the de- 
sign. Through these users, Paul developed some 
deep insights into Chopra, the human being. 
About the adult education classes he ran in hiSe 
farm house in Hosur to which he drove three 
times a week after work. As he wrote one night in 
his diary: No, I am not assailed by a false sense of 
warmth, but it makes me realise how one dimen- 
sional my vision of Chopra was just because I was 
prickly about life. How inept we corporate people 
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are who see just one dimension of a worker. 

As he went about, Paul watched the ever- 
growing mountain of facts and data collecting. 
The requirements were innumerable, but the 
details themselves were few. Whereas, Joshua 
and Brenda needed just one Indian client to 
know that the ball had begun to roll. In fact, 
everyone at NaVi were desperate to see just one 
account to restore their connection with life. 
Paul felt he needed to change tack. Vishesh too 
wanted to get past the specs stage and soon, but 
preferred a consensus. Paul’s silence and plod- 
ding pointed to a different attitude taking root, 
but it was easing the stress for Brenda, Don and 
Joshua. That in turn quietened Vishesh’s mind 
freeing multiple gigabytes of emotional space 
for planning and strategy. 

Well into the new year when Vishesh walked 
to Paul’s desk with a huge mug of his favourite 
Peaberry coffee, Paul spoke. “This is never end- 
ing. I suggest we just do the job for K-Lam with- 
out going through the documentation process. 
Let us quote a fixed cost that we know they will 
say yes to; and get started... I know how badly 
we need this client.” 

Vishesh was dumbstruck. But he said, “I think 
there is merit in what you suggest, but I also need 
to caution K-Lam that this is a one off” To a very 
surprised Joshua, Paul said blandly, “The entire 
scope is not knowable yet. Plus, K-Lam does not 
seem to want to pay for the scoping and they 
want the fix bid, and we want a client.” He went 
on, *I will produce a fair and honest document — 
we will have to meet them half way.” 

NaVi was breaking its own procedures for the 
first time. Vishesh knew Paul was most process 
driven and worshipped rules. That he had bent 
nmeant various things. 

But Chopra did not rejoice as Kanakraj and 
others expected him to, but griped when he saw 
the bid price. And when Paul explained and im- 
pressed upon him why, Chopra asked for a cut, 
then added more requirements probably think- 
ing he must get more for less, then threw up his 
hands and said he had no budgets, then added 
more requirements. At each stage, NaVi re- 
estimated costs and elapse time, and each time 
Chopra went offthe handle. 

By the third week of January, Paul and 
Vishesh had spent inordinate amounts of time 
managing frayed nerves and explaining all 
kinds of procedures to the K-Lam teams. 


». Joshua was concerned about whether the ac- 


count would be profitable at all. “From what I 
see, the actual time spent on this is phenome- 
nal. And because that time does not get billed, 
it's a waste.” Paul agreed and sent him a one 
liner email, “Or an investment because we are 
learning a lot about the Indian cultural anxi- 
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eties to big assignments — we need to code con- 
sumer reactions into the process." 

Vishesh replied, *But valuable lessons learnt. 
No matter what, do not compromise on your 
process. Don't be afraid to walk away from a deal 
if customer is not willing to follow process. Have 
strict turnaround times defined for projects." 

This period was also a lesson in patience and 
tolerance. The team, heady after Barack 
Obamas ascension, heard Vishesh say, “Every- 
one wanted to cut costs in the short term; yet 
everyone wanted new tools, new conveniences, 
but there is no money; bank account is bleeding, 
boss asking to cut budgets and expenses; so 
what do you do? You squeeze the consultant, cut 
his bill, be bull headed, give him a bad time... tell 
him ‘you are new, do the job for free’... dammit!” 

“Not that bad, you know,” said Paul quietly. 
They looked at him across computer screens and 
Paul said, “Obama is not the only good news that 
happened today. I closed four small projects with 
Cavitas India, and have a good assurance on a 
large project too.” Brenda and Joshua whooped 
from across the seas, and smiling at a shocked 
Vishesh, Paul sang “Life is good!” 
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Survive 


THIS CASE BEST ILLUSTRATES HOW THE SEVERE 
recession in the economy can be overcome 
through emotional resilience. In the case study, 
there are a few important characters, Paul 
Boubel and Vishesh Ved and it is interesting to 
study and analyse the emotional fight-back of 
the two protagonists to combat the depressing 
environment. Once these ‘change leaders’ strad- 
dles the path to conviction, others follow and 
there is a glimmer of a turnaround. 

The first protagonist, Paul is at the end of 
his tether, and is on the verge of giving up. In 
fact, he had walked out ofan important meeting 
and was untraceable. On his way back to 
the US, by chance at the airport he meets a 
Swami , who typically in a small chat provides 
him some inputs on the teachings of Gita; 
"Turning back from the battlefield is un-warrior 
like behaviour.’ 

This simple but powerful message hits Paul 
like a bolt. Unlike a true manager, he had 
walked out of a meeting. At that instant, he is 
convinced that to don the mantle of an effective 
manager, he has to stay back and fight it out. 

Thus, the same Paul, who was earlier aghast 
at the audacity of a suggestion from Chopra, 
the operations head of K-Lam, to do cost esti- 
mates for free, actually decided to go back to K- 
Lam, *That is enough Josh, it is OK, I am off to 
K-Lam.” He tried his best to comprehend 
Chopra's point of view and the standpoint of K- 
Lam's IT department. He also sits one-to-one 
with the various users to understand their 
needs. As he asked questions and then sliced 
every usage, everyone at K-Lam began to em- 
pathise with Paul. 

The path was still full of thorns — "This is 
never ending, I suggest that we just do the job 
for K-Lam without going through the docu- 
mentation.” Coming from Paul, this statement 
was unbelievable as he is known to have a pen- 
chant for process orientation. However, for 
Paul, all this was part of learning to navigate the 
Indian market and quietly, he was working on 
alternatives based on the experience at K-Lam. 
Paul, of course viewed this as an investment, 
*because we are learning a lot about the Indian 
cultural anxieties to big assignments. We need 
to code consumer reactions into the process.” 


LETINE B.J. Mukherjee 


This understanding of the cultural sensitivity of 
a new market was, in fact, the biggest learning. 

So, when the situation appeared hopeless 
and Vishesh exclaims, “There is no money; 
bank account is bleeding; boss asking to cut 
budgets and expenses; so what do you do? You 
squeeze the consultant, cut his bill, be bull 
headed, give him a bad time”, at that time, Paul 
quietly says, “Obama is not the only good thing 
that happened today, I closed four small proj- 
ects with Cavitas India and have a good assur- 
ance on a larger project too.” 

Vishesh is the Indian CEO of NaVi, and in 
this case study, he is the second protagonist. 
His hunch for the Indian market is quite well 
placed as it unfolds at the end. India has a big 
chunk of the IT-outsourcing market which, is 
dominated by big companies. The prospect of 
IT outsourcing in the Indian SME segment has 
lots of potential. These SME companies are in- 
timidated by the Indian IT-outsourcing biggies 
and so new and nimble entrants such as NaVi 
can seize the opportunity. “I do believe we have 
huge value to add in the Indian market and will 
be large part of the revenue in 2009.” 

Vishesh has staked a lot to enter India and the 
recession is really telling on him. Inspite of this, 
while he is battling with his back to the wall, he 
has held on to certain core values. He has not 
cut down on salaries or bonuses. He is acutely 
conscious of the fact that the “employees are our 
number one asset and so stay assured your team 
will be high on my nurture list”. 

NaVi is a knowledge-intensive company, and 
the appropriate leadership style in this environ- 
ment is a democratic leadership style, which 
Vishesh has clearly demonstrated. He has been 
able to persuade Paul to stay on after sharing 
with him the big picture. When Joshua and 
Brenda were very pessimistic, he appropriately. 
intervened, and told Brenda, “Why don't you 
read out what our clients have had to say about 
us.” When even this intervention did not create 
the right mood, he did not give up, "Hey 
Brenda, guys, it is Christmas and the spirit of 
the season demands that we remain cheered.” 

With Vishesh at the helm and an emotionally 
transformed Paul by his side, NaVi should do 
well. Nonetheless, one thought troubles me. 
What would have been the future of NaVi-India 
if Paul had not accidentally met the ‘Swami’ at 
the airport. Not saying if that should be called 
a chance encounter or providence, but the 
truth is NaVi and others need to plan for sur- 
vival and growth. Therefore, if NaVi wants to 
play a long innings in India, then it should 
quickly learn to navigate the emotional and cul- 
tural waters of India. 

Best of luck to NaVi-India. 
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THE CASE IS ABOUT AN APPROPRIATE ASSESSMENT 
of an opportunity. I desire to deal with the case 
in two parts: firstly, on the business side of 
the issue that is how vital it is to be positive to 
procure business; and secondly, on how listen- 
ing and not hearing is the most powerful tool to 
do business. 

The Indian market, as articulated by Vishesh, 
is a big opportunity, untapped. While Vishesh 
in his conversation with Paul is conscious of the 
fact of India being an underserved market, he 
himself has not understood the Indian psyche 
correctly. It is a touch-and-feel market, driven 
by personal rapport, personal equations, rela- 
tionships and above all, by pricing. 

NaVi is trying to position a product, which in 
their view will catapult the buyer to a different 
orbit in terms of profitability, that is there is an 
immense value proposition. But the buyer's 
thought is yet centered around *what is my re- 
turn on investment' and *what is my timeline for 
recovery of my investment. In India, it is still a 
buyer's market, and hence, it is critical to get the 
personal equation right. 

Against this background, when Paul made 
the pitch to Chopra and team, he should have 
been armed with a clear background of what he 
was likely to confront. On this aspect, I sup- 
pose, little preparation had been made either by 
him, or Vishesh. It was more the business as- 
pect and not any influence of what Chopra and 
team had to say that was the focus. Paul was ap- 
proaching the issue with an extremely struc- 
tured method, while Chopra wanted to min- 
imise costs. Chopra was still to see any value 
proposition in NaVi or was at best undecided, 
and Paul was unsure, thought it to be a waste of 
time on a deal which will not come through, etc. 
He was viewing it as if K-Lam would window 
shop, get the specs developed by Paul, and have 
the same shown to other vendors to get 
favourable quotes. 

Paul was operating from a paradigm of scep- 
ticism/loser, fear of failure. It sure is a position 
from where results are not produced. When he 
went to the airport, he had given upon enabling 
the India venture a success. (I am not sure 
whether he stuck to his agreement with 
Vishesh on this aspect). Vishesh is left alone to 





fend for the business, and he was also being 
drained by various discussions he had had with 
his team in the US, apart from his own sister's 
taunts. He was still operating with a positive 
attitude, truly believing in his venture in 
India, and not allowing the recession-related 
issues affect his approach to the topic. Vishesh 
was always listening for business, wanting 
Paul to speak into the listening of people to 
enable business, make adjustments in the 
process Paul had always worked to facilitate 
the K-Lam order. 

More often than not, one hears the line 
“what is destined will happen, no matter what”. 
Pauls chance interface with the 'Swami' at 
the airport, sets him thinking, drawing inspira- 
tion from the Bhagvad Gita. That interface 
was clearly the turning point which altered 
Paul's way of being altered. How critical it is for 
someone as senior as Paul, to be positive, so 
that Vishesh can focus on planning and strategy 
rather than get mired into handling mere 
emotions. I respect Vishesh for the way he 
handled the issue on hand, without being im- 
posing on Paul. Vishesh as much as Paul 
and others in NaVi knew just how important 
it was for them to break through client acquisi- 
tion in India. And K-Lam was certainly a test 
of nerves from all perspectives — demand of 
the customer (even though they did not know 
what they needed), pricing, usual flip flops 
on a deal coupled with desperation at the 
seller's end. 

In the end, when Paul shifted from his stated 
position of no compromise on pricing the 
specs, and following the defined process no 
matter what, Vishesh quickly grabbed the op- 
portunity of seeing reason in what Paul said of 
quoting a fixed cost. NaVi made the first adjust- 
ment to doing business in India: can be called 
investment-driven that is intangibles driving 
the tangibles. 

In my view, Vishesh, while almost always 
playing a model CEO, faltered too. Having 
acceded to securing pick up the K-Lam order 
by compromising on the process followed by 
NaVi, he still advises Paul, *But valuable 
lesson learnt; no matter what, do not compro- 
mise on your process." I thought he was being 
sharp in not taking a clear stand when Paul 
was shifting, and after having seen Paul shift 
he was reminding Paul of the need to stick 
to process. 

All the best NaVi. 





For a commentary on the 

human factor ofthe case study by 
psychoanalyst Kaushik Gopal, 
log on to www.businessworld.in 
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COCKTAILS 


IT IS NO SECRET THAT SUMMERTIME BRINGS OUT THE TIPPLER IN 
many of us. Most bars and lounges register a spurt in the 
sale of cocktails in summers as against winters, when 
straight drinks are preferred. Yes, there are the chilled 
beers and shandies too for option, but still beating the 
heat with a glass of cocktail is more fun. And although 
warm-weather sips such as pina coladas and strawberry 
daiquiris make the grade, those currently popping up in 
the best places are stuffed with fresh fruit, sweetened 
with simple syrups and infused with liqueurs. We 
requested four mixologists — Allspice eatery & 
Drinkery, Mumbai’s Shatbhi Basu; Amigo, 
Delhi's Pramod MP; F Bar & Lounge's Kamlesh 
Verma and Radisson MBD, Noida’s Amit i: 
to share their fresh picks for the season.. 

by Pallavi Chakra ES 








MEXICAN MIX 

THIS MIGHT TEMPT THOSE WHO LOVE TRYING OUT NEW DRINKS. IF YOU 
like Mexican food, which has a vague resemblance to Indian food, 
particularly in its use of spices, you might as well try out Mexican 
cocktails or coolers as they are called. Amigos, the Mexican bar and 
restaurant in Delhi, has for the first time introduced some Mexican 
thirst-quenchers. Like the one that bar manager Pramod MP 
recommends: “Many bars experiment with water melon cocktails 
and come up with some new version every year, but we have a melon 
drink. Though a little sweet, it is definitely the most interesting 
drink on our menu.” Honey Dew Melon has tequila and midori 
(melon liquor) as the alcohol base and the pulp of fresh melon 
coupled with lemon juice adding to its flavour. But it is the way it is 
presented that makes it unique: the cocktail is served in a half-cut 
melon. “It’s very important that a cocktail is balanced. It should have 
the right mix of alcohol and other ingredients, so that it is not 


overpowered by any one flavour,’ he says. Like tequila. Mexico's national 


drink, Pramod says is a strong spirit and one has to ensure that the 
other ingredients of the cocktail too are strong, or else tequila will 
overpower the drink. And a cocktail is not just about taste. Looks 
matter a lot. Apart from the colour, which is of course critical, it is the 
garnishing that make it interesting. 

Pramods next favourite is Todd’s Cooler. A very simple tall drink 
and well-suited to Indian tastebuds, this cooler is lemon-based. Gin, 
cream de casis, lemon chunks, mint leaf and brown sugar goes into 


making the cocktail a sure-shot hit. Though the drink looks similar to a 


mint monitor, the taste definitely is different — and quite wonderful. 
Mind trying it! 
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SEASONAL DELIGHT: 
Lemon 'n' mint Todd's 
Cooler (left) is extremely 
refreshing, while Honey 
Dew Melon (right) is a 
light and sweet option 


GET READY 
FOR THE 
MULTI-AWARD 
WINNING SERIES. 


FRUITY PUNCH 


A CHILLED GLASS OF BEER IS WHAT MOST OF US RESORT TO IN PLACE OF 
the vodkas, whiskies and rums in summers. But a nice blend of 
alcohol with seasonal fruits and syrups can be a refreshing change. 
F Bar and Lounges Kamlesh Verma picked a few of his favourites 
this season. Both his picks are new entries in F bar's menu. 
Watermelon is one of his favourite fruits for a cocktail, particularly 
because of its cool flavour and rich colour. And so, the Red Mellow 
Delight has all the ingredients of satisfying your thirst and taste 
buds. Vodka and melon liquor form the alcohol base, while chunks 
of melon, mint leaves, lemon juice and brown sugar form the body 
of the drink. *Fruit-based cocktails sell well as they are more refreshing. 
In fact, people look forward to new additions during the season,” 
says Verma. The trick is to keep the content of alcohol low in cocktails, 
so that people can enjoy their drink without feeling the heat, he 
| — explains. For the ladies, he recommends Green Apple On The Rocks. A 
= ho 4 | very simple drink with a tangy flavour, this cocktail has green apple 
SILVER 1 ' | liquor and chunks of crushed green apple. The drink is strong yet 
PROTECT Sm 1 refreshing — perfect for a pleasant summer evening. *Green apple 
PRESENTS c E martini is one of the hot favourites with women. But generally martinis 
"m have a strong alcohol base, which doesn't go well in summers, so I 
thought why not offer another variation of the same flavour,” Verma 
says. Great option, isn't it? 


Green Apple On The 
Rocks (above) ; Red 
Mellow Delight (below) 
gets its freshness from 
watermelon 
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_TANGY TOAST 


THIS COMES FROM AN EXPERT INDEED. SHATBHI BASU, Raw mango panna in 
India’s first woman mixologist and partner in Allspice frozen margarita is a 
Eatery & Drinkery, Mumbai, comes up with some really typical desi cocktail 
refreshing des? cocktails. Aam panna, considered the 
most effective particularly in northern India, is what 
Basu chose for her first cocktail. “I always go by my 
instincts, and whatever is readily available,” she says. 
"And my favourite this season is using raw mango panna 
in frozen margaritas.” Basu uses cooked concentrate of 
raw mango and sugar, and flavours it with black salt, salt 
and roasted cumin powder in a frozen margarita. She 
suggests using lime, ginger, honey and cucumber in tall 
drinks and fizzing it with ginger ale or lemonade. “Also. 
lots of wine coolers, blonde and blush sangrias as 
opposed to red — my favourite being white wine and 
Appy Fizz with mangoes, kiwis, lichis, grapes and mint, 
spiked with a little orange vodka,” Basu adds. Using 

*- seasonal fruits and tasters in drinks enhances their taste 
and provides the goodness of the fruits as well. “Seasonal 
cocktails are always good for first-time alcohol drinkers, 
as the percentage of alcohol is very low in them,” Basu 
says. Now, that's two to tango! 





SUBHABRATA DAS 





CHEERS TO CRICKET 


THE CURRENT IPL SEASON HAS GIVEN EVERYBODY A CHANCE TO INNOVATE... 
So, we have IPL menus written on cricket bats, meals named after the 
teams and innumerable other marketing gimmicks. On similar lines. 
Radisson MBD, Noida, has come up with a range of summer cocktails 
named after the participating teams. Says Amit Bajaj, assistant F&B 
manager, "We have introduced cocktails that match the colour of the 
teams jerseys.” 
The master’s favourite is the Kolkata Knight Riders — a blend of 
adark rum, carrot juice and beet juice. “Beet and dark rum give the 


. deste y A bar tender at 
drink the dark colour and carrot adds flavour, Bajaj says. His second 


Radisson mixing 


pick was Mumbai Indians, a very attractive drink. The topaz blue the Kolkata Knight 
colour comes from blue curacoa, which blends with gin, tonic water Riders: Mumbai 
and lime for an amazing drink. “The colour of a cocktail is a major Indians gets its 
puller for many. In fact, people often order after watching others’ colour from blue 


drinks, so it is important that a cocktail looks good,” Bajaj adds. curacoa 
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BROWSING 
Sanjeev Saxena 
Chairman & CEO, 
Actis Biologics 


| am reading The Rise Of 
india by NIRANJAN 
RAJADHYAKSHA. It talks 
about the changes that 
have taken place in the 
Indian economic system 
and the society at large. 
It helps you understand 
how to work in the new 
India, while learning from 
its past. | recently read 
Your Mind Body Energy 
by Louise Samways. The 
book gives a spiritual 
insight into our being and 
the power that we have. 
For me, reading is very 
important. And what is 
more important is 
understanding and 
learning, and then 
applying it to your life. 





I| The Other End 
| Of The Line 


by sanjiv kataria 


YOUR CALL IS (NOT THAT) IMPORTANT 
TO US CUSTOMER SERVICE AND WHAT IT 
REVEALS ABOUT OUR WORLD AND OUR LIVES; 
BY EMILY YELLIN; FREE PRESS; 

PAGES: 290; PRICE: $26 


THE BOOK IS A GRAPHIC ACCOUNT OF THE EVOLU- 
tion of customer service — from the birth of the 
telephone in the US to today’s world connected 
through 4 billion phones and the World Wide 
Web. Emily Yellin, a contributor to The New 
York Times, has penned practical lessons for 
CEOs, marketing heads and public relations 
executives on areas such as service delivery, cus- 
tomer care and nurturing customer relation- 
ship. In fact, the book is useful to all employees 
of small to mid-size to large corporations. 
YOUR CALL... opens with pithy accounts of 
encounters of many American customers with 
rude customer service executives. A quick flip 
through the first few pages will make an average 
Indian reader, long used to waiting in queue for 
virtually everything, empathise with the situati- 
ons. The book holds special relevance for Indian 
businesses in the wake of growing consumerism, 
consumer awareness and consumer advocacy, 
think ‘Grahak Jago’ campaigns and Mouth- 
shut.com. It describes how several American 
consumer groups have set up blogs and websites 
to enhance awareness about issues that compa- 
nies would like to brush under the carpet. 
Yellin’s examples of deficiency in service de- 
livery — from some of the finest (FedEx) to the 
most-troubled companies (Comcast) — point to 
what quality guru Philip Crosby called non- 
conformance to requirements. To overcome de- 
ficiency in service, the industry worldwide inve- 
sts multi-billion dollar budgets on customer 
care, grievance management and relationship 


EMILY YELLIN has been a longtime contributor to 
The New York Times. She has also written for 
Time, The Washington Post, The International 
Herald Tribune, Newsweek, Smithsonian Magazine 
and other publications. Yellin graduated from the 
University of Wisconsin, Madison, with a degree in 
English literature, and received a master’s degree 
in journalism from Northwestern University. 


management. The book looks at the mush- 
rooming contact centre management industry 
at offshore and near-shore locations to meet the 
rising needs of consumers to get in touch with 
service providers. 

The growing business process outsourcing 
industry can certainly pick up several lessons 
from a chapter devoted to staffing. Yellin’s ex- 
amples bring out the need to staff these func- 


tions with carefully chosen employees, training -** 


them adequately and instilling a sense of pride 
in them, their work and their company. Some of 
the passionate customer care executives tend to 
stay with their company longer and rise faster. 

The author visited many contact centres 
around the world to capture the essence of what 
goes inside such centres, and her conversations 
with front-line executives, managers and sea- 
soned trainers yielded plenty of insights. The 
message from successful companies (FedEx, 
Office Depot) is very clear: an irate customer 
wants a quick one-stop resolution of issues. 
Slapping a rule book in her face is not an option. 

The book debates the dichotomy of driving 
efficiencies out of customer care function 
through the deployment of technology. The 
consumer wants to talk to a human and nota 
machine. The role of Interactive Voice Re- 
sponse Systems (IVRS) comes in for a lot of flak./ 

Yellin quotes the example of a consumer fed 
up with having to deal with a typical IVRS that 
takes forever to get to an executive. The con- 
sumer went on to master the technique to reach 
a human voice quickly and published a guide on 
how to get to a human voice quickly in any one 
of the Fortune 500 companies. 

The example of AT&T losing customers when 
mobile number portability was introduced in 
the US years ago will serve as a good lesson for 
the burgeoning Indian tele- 
com industry that awaits 
the decision with bated a, 
breath. Coming from a 
background where an indi- 
vidual’s privacy is sacro- 
sanct, the author has obvi- 
ously not touched upon the 
sufferings of Indian con- 
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sumers at the hands of tele-callers soliciting 
customers for credit cards to top-up loans. The 
book offers no panacea for the failed “Do Not 
Call” registry in India. 

After reading the book, one hopes that the 
current slowdown will encourage Indian firms 
to accelerate customer satisfaction initiatives. 
And also not take the traditional short-sighted 
view of cutting down on consumer satisfaction 
route in the garb of enhancing returns on in- 
vestments. While the telecom industry watch- 
dog is doing its bit to get consumers the lowest 
telecom rates in the world, the service levels in 
India are plummeting to new lows, with call 
drops becoming frequent phenomenon. 

Yellin's long sessions at contact centres qual- 
ify her to give the Indian mobile industry lead- 
ers, perhaps, a D-minus in customer handling. 
Several chapters from this book are imperative 
reading for call-centre executives and trainers. 
This book is also a must-read for all CEOs, espe- 
cially from the services industry. 


Sanjiv Kataria is a strategic communications 
| and PR counsel 
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Extreme 
Takes 


THE POLITICS OF 
EXTREMISM IN SOUTH 
ASIA; BY DEEPA M. 
OLLAPPALLY; CAMBRIDGE 
UNIVERSITY PRESS; 

PAGES: 238; PRICE: Rs 295 


T EXTREMISM IÑ 
SOUTH ASIA 


IT IS NO SECRET THAT FOREIGN POLICY EXPERTS — 
or experts of any kind — tend to offer an arrest- 
ingly distinct take on a known topic to mark 
their presence. And Deepa M. Ollappally, who 
teaches at the George Washington University, 
US, is no exception. In her book, Ollappally 
touches upon the causes of extremism in India, 
Pakistan, Afghanistan, Bangladesh and Sri 
Lanka. She attempts a different take on the issue 
of extremism by arguing that it is politics, inter- 
state and international relations — and not 
ethnic and religious factors, poverty and state 
repression as widely believed — that play a more 


æ important role in the rise of extremism. 


The case of Afghanistan, which has become 
synonymous with terrorism ever since 9/11, is 
curious. Staggering poverty levels have been a 
fixture in the country for generations. However, 
contrary to popular belief, poverty or economic 
backwardness of the country’s various ethnic 





groups has not triggered militancy and extrem- 
ist sentiment in the country. The author says 
that it is easy to argue that poverty or economic 
hopelessness could lead to militancy, but there is 
no proof to buttress the argument. 

Among the states in south Asia, only India 
seems to have found a workable and stable ap- 
proach to the mix of religion, ethnicity and 
geopolitics, observes Ollappally. 

Although the book offers some insights comb- 
ining international relations and domestic poli- 
tics, it is a bit disappointing. The book just sees 
the problems through a new prism; it does not 
offer clear answers or workable solutions. 

—T.K. Vineeth 


SELECTION 2 
Portrait of A 
Lone Woman 


PRAISING THIS BOOK, PAKISTANI 
author Mohammed Hanif 
writes: “If Jane Austen had 
grown up in a Karachi sub- 
urb, this is what she would 
have written.” And nothing 
could possibly better describe Musharraf Ali 
Farooqis THE STORY OF A WIDOW (Pica- 
dor). Mona Akbar Ahmed, 50, loses her hus- 
band. Now free from the daily arduous schedule 
she followed while her husband was alive, 
Mona rediscovers, among other things, her 
long-lost love for gardening. She also discovers 
that her tight-fisted husband Akbar Ahmed had 
left behind plenty of money, and is slightly 
disturbed that she never got a whiff of it while 
he was alive. 

Enters Salamat Ali, the 50-something tenant 
of Mrs Baig, Mona’s neighbour. What begins 
with a candid gift of rose plants turns into a re- 
lationship that Mona realises she never experi- 
enced with Akbar Ahmed. With sufficient sup- 
port from Mrs Baig and Hina, Mona’s sister, the 
duo marries. There is opposition from various 
quarters — Monas daughters worry about their 
reputation, her uncle Sajid Mir is exasperated 
and, then, there is Umar Shafi who still hopes 
to win over Mona. Ali makes attempts to fit in, 
and all’s well until Mona starts lending out 
money to her new husband. Bit by bit, she dis- 
covers his many vices. 

Despite the soap-opera slant towards the 
end, with equal doses of humour and heart- 
break, the book is a speed read. Farooqi's writ- 
ing is best in parts where he describes various 
moods of Mona in her state of widowhood. 
—Sanjitha Rao Chaini 
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HOUSE OF CARDS: 
HOW WALL 
STREET'S 
GAMBLERS 
BROKE 
CAPITALISM 

BY WILLIAM D. COHAN 
ALLEN LANE 

Dramatic as the title 
sounds, this book delivers 
nothing short of an 
intensely jarring low- 
down on the sudden 
collapse of the 85-year- 
old investment firm Bear 
Stearns in March 2008. 
It offers a detailed 
exposition of the fatal 
combination of pure 
greed, incompetent 
decision-making and 
irresponsibly placed 
dangerous bets by the 
bankers of the company. 
Cohan considers the 
10-day pandemonium that 
led to Bear Stearns's 
crash as the genesis of 
the current financial 
meltdown. In the process, 
he profiles many Wall 
Street bigwigs in an 
unflattering light. 








BW Opinion 


Reading The Slowdown. 





It is too early to 
talk of reversal 
of decline or 
resumption of 
growth, but it is 
not wrong to 
read signs of 
hope — despite 
the falling rate 
of growth 


THE INDEX OF INDUSTRIAL PRODUCTION SHOWED 
peak growth of 16.4 per cent in March 2007; in 
the two years since then, it has shown an almost 
unrelenting decline, and in February it fell 1.2 
per cent year on year. The figures brook no con- 
tradiction; manufacturing has been the leader 
in the economic slowdown. Yet, the figures for 
manufacturing do not tell the entire 
story; its components tell stories 
that are diverse and complicated. 

Only two industries mirror the 
steady decline in industrial growth. 
One is the insignificant wood prod- 
ucts industry, whose trend is so ex- 
treme that it throws doubt on the au- 
thenticity of the data. The other is 
the cotton textile industry, whose 
problems are bigger than the slow- 
down. For long, the large firms 
whose output is better reflected in 
the IIP have been losing ground to 
small firms reporting on which is 
poor. And the big rise in production 
resulting from the coming of Bt cot- 
ton has lost steam. These factors are 
peculiar to the industry, and not 
signs of a general slowdown. 

A third group, while not bearing out a steady 
decline, supports its general picture, and is 
more important than wood or cotton, namely 
chemicals. That is the entire complex of hydro- 
carbon and chemical industries. Their growth 
started declining towards the end of 2007, and 
has been pretty close to zero in recent months. 
But here too there is a mixing of a number of 
industry-specific stories. One is the travails of 
the Reliance refinery, the world’s largest, which 
has not found a welcoming domestic market. 
The government subsidises products of its own 
refineries, but refuses to extend the subsidy to 
private producers which are as Indian as the 
government itself. Reliance found a way out by 
taking the status of export-oriented industry. It 
worked for some months; but now the interna- 
tional hydrocarbon market is melting down. 
Reliance is turning back to the domestic mar- 
ket, but in the absence of distribution infra- 
structure it is finding it difficult to find ade- 
quate outlets. 

And then, the slowdown in building has af- 
fected pipes, tubes, sheets and other plastic 
products which nowadays go into buildings. 
The trend in cement is very similar to that in 


SATHEESH NAIR 


hydrocarbons and chemicals; its high growth 
collapsed at the end of 2007, after which output 
has been more or less stagnant. So this is one 
picture, of a slowdown beginning late in 2007, 
that applies to a broad range of industries. 

But then there are important industries 
which do not fit into this picture. The entire 
group of metal-based industries shows dis- 
parate trends. Growth in metal production, 
which is dominated by steel, collapsed towards 
the end of 2007 and has remained negligible 
since then. Vehicles were booming right till 
September 2008, but have shown a cata- 
strophic fall since then. Metal goods never 
showed much of a boom. And surprisingly, ma- - 
chinery has not shown much of a slump. To say 
that the metal story is complex is an admission 
that it is impossible to understand. 

Then there are the old industries. Of them, 
growth in cotton textiles shows a more-or-less 
steady fall throughout the two years. But other 
textiles show a sharp fall after the middle of 
2008 from which they seem to have recovered; 
and garments continue high if unstable growth. 
We do know that this industry has suffered se- 
verely from the international slowdown, but its 
effects on domestic industry have been erased 
by more domestic factors. 

That leaves a number of industries which do 
not fall into any single pattern. Food products, 
dominated by sugar, show à steady decline, but 
the sugar cycle may soon reverse itself. Drinks, 
on the other hand, show no cyclical pattern. 
Leather shows a decline stretching over 2008; 
paper a sharper fall in the second half. 

Taking these diverse trends together, it would 
be foolish to deny that industrial growth in 
India shows a considerable slowing down in the 
past two years. But the decline is anything but 
steady; and it is the average of widely differing 
patterns in many industries. Only in a couple of 
industries — notably vehicles and paper — is 
the decline recent and sharp; on the other hand, 
there are important industries, such as machin- 
ery and garments, which show no decline, and 
others where the decline seems to have stopped. 
It is too early to talk of a reversal of decline or, 
resumption of growth. The best that can be said 
is that there is no distinct trend. Uncertainty is 
the most certain feature ofthe moment; but the 
many who read hope into the figures are not 
necessarily wrong, and if tomorrow brings good 
news, we should not be too shocked. 
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Conversations for a Smarter Planet: # 2 in a Series 





Smarter power for a smarter planet. 


Indias century-old electrical grids brought the nation inexpensive, 


abundant power and changed the way the country worked - filling 
homes, streets, businesses, towns and cities with energy What they 
also did was pay little regard to the environment. Unidirectional by 
nature, the grids were designed to distribute power, not to manage a 
dynamic global network of energy supply and demand. 


The result is, today Indias grids account for some of the highest 
transmission and distribution losses in the world, at around 27%. This 
inadequacy could possibly become an obstacle to the country's 
progress in the years to come. 


And it is not the only incentive for introducing smart components in the 
Indian power grid. Consider this: India faces a power shortage in terms 


of energy and peak demand - the energy shortage being around 11%, 


and the peak capacity shortage standing at about 11.396. While energy 
demands have increased with the population, energy supply has 
increased at a much slower pace. 


Fortunately, we can now instrument everything from meters in homes, 
to turbines in plants, to the network itself. The grid can be linked to 
thousands of power sources - including renewable energy sources. 
This integration can be used to generate new data, which can be 
turned into real insight, which in turn can enable effective decisions 
in real time. 


IBM scientists and industry experts are working on smart energy 
solutions like these around the world. We are working on seven of 
the world's ten largest automated meter management projects and 
with utility companies globally to accelerate the adoption of smart 
grids to help make them reliable and efficient. We are even exploring 
the possibility of turning millions of electric vehicles in the future into a 
distributed storage system, so excess power can be harnessed and 
rerouted through the system. 


Join us at ibm.com/think/in/utilities and see just how we are 
powering a smarter planet. 


IBM, the IBM logo and ibm.com are trademarks of International Business Machines Corporation, registered in many jurisdictions worldwide. A current list of IBM trademarks is available on the Web at "Copyright and 


trademark information" at www.ibm.com/legal/copytrade.shtrnl 
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THERE ARE A FEW SIMI- 
larities as well as 
many differences be- 
tween the Indian real 
estate bubble of 
2006-08 and the 
housing bubbles that 
were seen in the US 
and Europe. The 
main similarity lies in 
the fact that all the 
housing bubbles were 
fuelled by easy 
money. The second 
similarity is that property prices 
everywhere reached peaks that had 
never been seen before. The third 
similarity is that speculators in each 
market caused the bubble to sus- 
tain long after it should have burst. 
The fourth is that housing prices 
are still falling across the globe. 
The differences are more strik- 
ing, though. The bubble in the US 
— which to a large extent is the 
cause of our economic meltdown 
— started much earlier than the In- 
dian one. It peaked in late 2005 
(some pockets kept rising till early 
2006) and then started falling 
sharply in most areas. The Indian 
bubble started its run up in 2006, 
well after the US housing market 
had collapsed, and prices contin- 
ued rising well into mid-2008. 
More importantly, apart from 
speculators, quite a bit of the 
blame for the US bubble can be 
laid at the feet of mortgage compa- 
nies that relaxed all lending norms 





and gave money at 
very low interest 
rates to even borrow- 
ers with poor credit 
history, the so-called 
sub-prime borrow- 
ers. In India, the 
problem was never 
borrowers with low 
incomes. The main 
cause for the bubble 
was the tendency of 
real estate compa- 
nies to get into bid- 
ding wars for every available piece 
of land. The mad rush to corner as 
much land as could be bought 
caused much of the mess that is be- 
ing seen today. In the US, the 
record low interest rates at which 
consumers could borrow money 
caused the demand spike. In India, 
the fact that real estate companies 
could get huge valuations and raise 
lots of money through the equity 
and debt routes caused the prices 
to keep rising and rising. 

The most interesting difference, 
though, is that in the US it was the 
housing bubble and the subprime 
defaults that caused the meltdown. 
In India, it was the after effects of 
the US financial meltdown that 
caused the housing market to col- 
lapse to a large extent. 

At any rate, greed and money 
fuelled the madness. Read about 
that, and what is happening now in 
our cover story by Senior Associate 
Editor Gurbir Singh on page 30. 
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It is almost seven months since October 2008 
when the tsunami of financial collapses rocked 
the world, and India was no exception. Nothing 
much has happened after all the sectors began 
to bleed. The Indian IT industry has never seen 
such a ‘landslide’ of its revenues. The man- 
ufacturing sector has seen the maximum 
number of layoffs or wage cuts. SMEs 
dependent on manufacturing companies had 
no option but to down their shutters. Inflation 
is still high for food and food grains. The RBI's 
desperate rate cuts have not had the desired 
results. To sum up, the pall of gloom still looms 
large and the economy may see a revival only in 
2011 perhaps. 

Ashok Jayaram, Bangalore 


Flying Low 

Much of Jet Airways’ problems stem from 
acquiring Air Sahara, and the rising fuel prices 
(‘Hitting An Air Pocket, BW, 11 May 2009). 





T ytd am your comments 


Glimmers Of Hope? 


The global economy will not turn around very soon (‘Is The 
Economy Looking Up? BW, 11 May 2009). Although the 
numbers and some of the expert comments in your cover 
story indicate that the pace of decline has slowed, the 
predictions of recovery may be a little too premature. It 
seems that the people who make a living from taking a call 
on the direction of the economy have become cautious 
about announcing an inflection point. 


Ganesh Narayan, Chennai 


The Indian economy will recover with or without stimulus 
packages and government interference. The double- 
cylinder fiscal and monetary response has been aggressive, 
and already paying dividends. But all this will depend to 
some extent on the stability of the new government. 


Vimi Sehgal, Delhi 


The airlines had made a name for itself by 
providing far superior service than Air India 
(then Indian Airlines). In fact, many people 
comment on how the flying experience on 
Jet is more pleasant than on many Inter- 
national flights. 

But maintaining the service itself might 
prove too costly for the airline now. Jet has to 
find ways to cut costs even as it tries to 
maintain better standards. Also, eliminating 
the loss-making routes may save the airline 
some more money. 

Abhilash Jain, via email 


Making The Right Moves 


With the launch of Tata Motors people's car 
Nano, Maruti has lost the advantage of its 
mass car, Maruti 800 (‘Geared For Battle; 

BW, 11 May 2009). Maruti has undeniably 
enjoyed a market monopoly in the small car 
segment for more than a decade. The company 
will not give up easily as it has experience with 
small and cheap cars in Korea and 

other countries. 

Although the launch of Nano will have some 
impact on all hatchbacks, lowering prices may 
help Maruti regain its market dominance, 
since others, including Renault, have also 
proposed selling ultra-cheap cars in India. All 
said and done, no car company has yet 
matched Maruti on its service. 

Bidyut Nath, Cochin 


Letters may have been edited for brevity. 
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Plummeting sales, a severe 
‘ash crunch and heavy debts 
are weighing heavily on realty 
companies in India. 


30 Interview: Jayesh Desai 
The senior partner at Ernst & Young 
gives a ringside view of the dramatic 
crash in real estate. 


49 Room For Improvement 
RICS’s arrival in India may help regulate 
the functioning of the realty industry. 
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14 Sentiments At Play 


The stockmarket has shown a remarkable 
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recovery, but how long will it last? 


[5 Offshoring Blues 


US President Barack Obama's stand on 





= outsourcing may not affect job outflow. 
Penniless Maharaja 


Air India is flying with a heavy load of 
debts, with losses becoming untenable. 


Plugging Loopholes 
The DoT is planning to charge a licence 
fee on managed services. 


Generic Help 


The commerce ministry will help drugs 





firms battle customs in Amsterdam. 
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ED Reach Shipbuilders & Engineers Ltd. 
(GRSE) is a premier shipbuilder in India. Sct up 
during the British colonial era in 1884, it is located 
on the castern bank of river Hooghly in Kolkata, a 
metro city in West Bengal, India. 


Today, GRSE is a Public Sector Unit under Ministry 
of Defence, building warships for the Indian Navy & 
Coast Guard. Since its takeover by the Government 
of India, GRSE has delivered over 500 ships and 
crafts of different types and capacities mecting Lloyds, 
ABS, IRS, NES specifications. The company today 
has an average annual turnover of over 106 million 
Euro with profit before tax around 15 million Euro. 
GRSE has proven expertise in design and construction 
of Frigates, Missile Corvettes, Landing Ship Tanks 
(Large), Hydrographic Survey Vessels, Fast Attack 
Crafts, Inshore & Offshore Patrol Vessels, Fleet 
Replenishment Tankers. Hovercrafts and FRP 
Interceptor Boats. 


In order to reduce the build period of ships and 
ensure faster delivery to customers, a major 
modernisation programme is under implementation 
and expected to be completed by 2011. The 


gervice of i 


125 YEARS OF 
SERVICE TO THE NATION 





modernisation of the shipyard is expected to enhance 
shipbuilding capacity by 40%. 


Apart from shipbuilding, GRSE also has an 
Enginccring Division. In the field of Engineering the 
company has shown excellence in development and 
manufacture of Bailey Bridges and Deck Machinery 
items like Anchor Windlass, Capstan, Boat Davits, 
Helicopter Traversing Gear, Pumps, etc. for fitment 
onboard ships. GRSE holds a patent for Double Lane 
Bailey Bridge, developed indigenously. 


GRSE has been paying dividends to the Government 
of India over the last 15 years. Dividends paid during 
the last two years being 3.70 million Euro. 


The financial performance of the Company over the 
last 5 years : 


(figures in Lakhs of Rupees) 





Value of Production — 48690 47028 66218 — 64166 — 57347 
Profit(Loss) Before Tax — 531] — 4856 — 10133 — 17504 — 11040 
Dividend Equity 08 no imm Mm Mm 
Networth 2810 — 29590 — 34006 4386 4842 


The details of GRSE products / activities and its 
performance are available in website : www.grse.nic.in 


carden Reach Shipbuilders & Engineers Ltd. 
(A Government of India Undertaking) 


43/46, Garden Reach Road, Kolkata 700 024 
Tel : +91 33 2469 8100 to 8113, Fax: +91 33 2469 8150 / 8144 www.grse.nic.in 
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STOCKMARKETS 


Riding On Hope 


Before 
concluding 
that markets 
are rallying, 
pause to 
reconsider 


WORST IS OVER? 
The Sensex closed at 
11,876 points, down 
240 points, on Friday 





IGNORANCE IS BLISS: 
nobody knows why 
the stockmarkets are 
going up, but every- 
body is jumping in 
while the going is 
good. But it has been 
a rocky ride, and from 
all indications, mar- 
kets are going to re- 
main unsettled for a 
few weeks to come. 
The reason they went 
up by over 700 points 
on Monday is still a 
mystery. There was 
no exceptional corpo- 
rate earnings report, 
and nothing particu- 
larly new about the 
economic news. For- 
eign institutional in- 
vestors appeared to 
be buying again, but 
there is little else to 


oe BSE Sensex 





suggest a rally. 

Many analysts sug- 
gest that we may have 
turned the corner in 
the slowdown; the 
latest news on the 
stress tests on US 
banks is perceived as 
being good news. But 
economic data from 
the US has been 
mixed: consumer de- 
mand is up slightly, 
and unemployment 
seems to be slowing. 
But firms continue to 
announce layoffs, and 
crude oil prices have 
gone up 6 per cent in 
just this week. 

If we are going to 
be following global 
market moves and 
cues, look carefully at 
what is happening 


ed 
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there for signs of 
things to come. Em- 
ployment, output and 
sales are still trending 
down in the US and 
Europe. Ditto for In- 
dia: while not exactly 
comparable, the earn- 
ings reports and eco- 
nomic data for the fo- 
urth quarter of FYO9 
are quite similar. 

So, what has been 
happening in the 
markets then? David 
Rosenberg, strategist 
at Merrill Lynch, says 
in a report that pro- 
fessional investors 
have *covered their 
shorts, lifted their 
hedges and lowered 
their cash positions in 
favour of being long 


the market". The story 
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in India is quite simi- 
lar; most analysts we 
talked to pointed to 
the high intraday 
trades statistics. 
Except that instead 
of professional in- 
vestors, we have do- 
mestic financial insti- 
tutions and mutual 
funds that have been 
stepping in and buy- 
ing, and many sus- 
pect that they too 
have reached the end 
of their resources. 
Much ofthis rally is 
built on hope, and 
talking up the mar- 
ket, which makes it 
even more risky. Let's 


not forget that hope is ^ 


like the clouds: some 
pass by, others rain. 
Srikanth Srinivas 


billion dollars. The amount the US wants to spend over the next six years to fight global diseases. 
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OUTSOURCING 


"A relapse in financial conditions could 


cause the incipient recovery to stall." 


Buffalo Bluff 


The US Presi- 
dent's stand 
on outsou- 
rcing may not 
affect the job 
outflow 


STERN MOVES: 
Obama's tax measures 
are not likely to have 
much impact 


S&P 500 GOES GREEN 


US PRESIDENT BARACK 
Obama threw the cat 
among the pigeons 
this week by an- 
nouncing that US 
companies can no 
longer expect low 
taxes on foreign in- 
come. He also threw 
in a remark that 
caused a lot of con- 
sternation in India: 





The Standard & Poor's 500 Index rose 3.4 per 
cent, erasing its 2009 loss, after home sales 
beat estimates and manufacturing in China 
increased for the first time in nine months. 


S&P 500 Index 





US tax system will 
favour companies that 
create jobs in Buffalo 
rather than in Banga- 
lore. It was not clear 
what he meant, but 
the sentiment was 
clear enough. Obama 
will do what he can to 
stop outsourcing. 


have nothing to do 
with outsourcing. It is 
ultimately the pro- 
ductivity, costs and 
availability of talent. 
At least in two of 
these factors, the US 
is not competitive. US 
high-tech companies 
make no bones of the 





In some ways, fact that the US is Sri Lankan Pres- 
Obama is being true short of engineering ident Mahinda 
to his campaign talent. Obama intends Rajapaksa has 
promises, buthe may to use the revenues said the fighting 
be able to do little to thus saved to make with rebel Tamil 
prevent the flow of US competitive, con- Tigers will contin- 


work abroad. Taxes tinue the credit on ue. In a speech to 
R&D investments, a diplomats in 
provision that would Colombo, the pres- 
otherwise expire soon. ident again reject- 
However, he might ed international 
end up making US calls for a cease- 


RUBBER 


companies less com- 
petitive by ceasing to 
make it a level playing 
field. Foreign compa- 
nies, after all, may . 
have more money to 
invest because they 
pay less taxes. 

P. Hari 


fire to allow civil- 
ians to escape. He 
says victory is near 
for troops who 
have cornered the 
remaining Tamil 
rebels on the nor- 


. th-eastern coast. 


THE PAIN OF VOLATILITY 
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THE RUBBER MARKET IS PLAYING HIGH  Sarkar, CFO of Apollo Tyres. - i d 
on speculation. Just about a — ' es a ae 
month ago, the RSS-4 grade (used tyre industry, which alleges foul 
in tyre manufacturing) was ^ play by local traders. Price fluc- - 
quoting at Rs 79 per kg at tuations affect tyre makers since 
Kottayam, Kerala — Rs 4 more they maintain an inventory for 
than the international price of || not more than two-three weeks-of 
Thailand. The price difference has production. Some are even 
widened since then to Rs 18-19 planning to import rubber for the 
per kg. As on 4 May, while RSS-4 next two-three months. With 
in the Kottayam market was monsoon on the cards — when 
. quoting at Rs 101 per kg, it was typically rubber-tapping stops - 
Rs 82 per kg in Thailand. "Such a ^ putting further pressure on prices - 
large difference in our opinion has - t tube prices: a Dea. 
got more to do with speculation ^ get more volatile. 
than fundamentals," says Sunam Muthukumzr K. 


Comment 





Rising And 
Falling Stars 


by ashok v. desai 


PEOPLE OFTEN PROJECT PAST TRENDS. SOME- 
times they turn out to be right. In the early 
1990s, for instance, I projected trends and 
predicted that the Indian economy would 
rise from the ninth or tenth to the third 
largest economy in 15 years. It did; it was 
none of my doing, but I feel quite happy 
about being right. 

One does not, of course, boast if one’s pre- 
dictions go awry. But I should admit a case 
where I went badly wrong. Some two or 
three years ago, I projected the growth rates 
of State Bank of India (SBI) and ICICI Bank, 
and predicted that ICICI Bank would over- 
take SBI as India’s largest bank. However, 
ICICI Bank faltered; today, it continues to 
lag behind the SBI. 

Both banks would have different explana- 
tions for the trend reversal. The SBI would 
stress its reliability: it takes no undue risks, 
and jealously protects the value of its de- 
posits. ICICI Bank would blame the current 
financial crisis; it took a particularly bad hit 
in the US. But the race had been lost even be- 
fore this crisis began in 2008; ICICI Bank 
was not able to maintain its domestic growth 
rate in the past two years. 

The SBI benefits from being a government 
bank. BW Opinion explains how blatantly the Reserve Bank 
of India has rigged the rules against private players and in 
favour of government banks in the regulation of mobile- 
based payment systems and disposable credit cards. Such 
rigging works as much in favour of the SBI as of other gov- 
ernment banks. More important, the SBI is the govern- 
ment' banker. Where the RBI does not have offices, the SBI 
gives all the governments — central, state and local - bank- 
ing services, and earns a tidy sum from them. The SBI has 
considerable captive business in which it faces no competi- 
tion. It gives it strength and stability. The public is well 
aware of it; which is why many people who have nothing to 
do with the government give their money to the SBI. 

Any private bank that competes with the SBI must work 
within this handicap, and find business without any protec- 
tion. Foreign banks in these circumstances sought a niche in 
the business of their compatriot companies that have a pres- 





ence in India, and in the foreign trade of 
their home countries with India. ICICI Bank 
was Indian, and had no foreign country to 
turn to. 

So it turned to business government banks 
had neglected — principally, business in - 
small towns and villages where government 
banks were reluctant to tread, credit to small 
business and agriculture which entailed high 
administrative costs, and loans to consumers 
which were small and where the collateral 
was not of much value. Last year, ICICI Bank 
got some nasty publicity for the rough tactics 
of its collection agents — how, for example, 
they had tried to repossess cars. That made 
great news, but the press of course did not 
bother to mention that the consumers who 
had faced the agents’ misbehaviour had re- 
neged on their loans. In this country, where 
legal redress works at snail’s pace and en- 
forcement authorities are corrupt or lazy, 
virtually all credit is unsecured; the security 
of loans depends on the financial solidity of 
the borrower. The safest borrowers are with 
big government banks and foreign banks; 
new banks have to forage amongst high-risk 
borrowers. ICICI Bank did so, and suffered 
for it, both at home and abroad. 

Risk can be compensated by return; in a 
free market, riskier borrowers would get 
credit at higher rates of interest. But a limit is 
set to them by the interest at which riskier 
borrowers can raise credit from someone 
else; that happens in this country to be the 
moneylender. It is customary to rail about 
the vices and misdoings of moneylenders; 
but they are the mainstay of credit for the 
millions whom banks would not touch. And 
they set a limit to what new, enterprising banks like ICICI 
Bank can charge. ICICI Bank saw its profit margin dwindle 
in the space between the high costs of servicing rural 
borrowers and the interest charged by moneylenders. It 
tried to widen the gap by reducing costs — by giving loans 
with minimum red tape and scrutiny, and hoping that the 
law of large numbers would save it from undue risk. But the 
law of large numbers only evens out the risk and reduces its 
standard deviation; it cannot reduce the average non- 
performing assets ratio. 

So for now at least, the business model of the ICICI Bank 
has run out of steam. It will continue to grow, but the corus- 
cating rates of the past are over. It will have to find a new 
model. That could be lending to moneylenders. 





The author is Consultant Editor of Businessworld. 
ashok.desai@gmail.com 
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Replacing the 
top executive 
at Air India 
will not abate 
the airline's 
financial woes 


NOT PROFITABLE: 
Many believe Air India 
does not need all the 
planes it has ordered 
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EVEN AS AIR INDIA GOES THROUGH A MESSY CHAN- 


ge in leadership, the airline's financial position 
is becoming untenable — the financial losses for 
the year ending March 2009 are estimated at 
Rs 4,200 crore, according to top airline sources. 
The airlines working capital limit is Rs 15,000 
crore, of which Rs 14,600 crore has been ex- 
hausted and it will be seeking an increase in the 
limit from banks. The firm already has Rs 15,000 
crore oflong-term loans for its 21-odd new planes, 
which have arrived, that it needs to service. This 
will go up to Rs 25,000 crore soon as it securing 
another $2 billion loan to acquire more aircraft. 
However, there seems to be no way to repay 
even the existing debts, as there are no sur- 
pluses. The airline is running a monthly deficit 
of Rs 300 crore and a recent statement of the 
airline said the cash deficit in the first six months 
of fiscal 2009 will be Rs 1,380 crore. The state- 
ment, however, seems hastily prepared as it as- 
sumes a monthly collection of Rs 1,300 crore, 
which is impossible in the airline industry — 
seasonality ensures that revenues vary widely 
from month to month. "Air India is a time bomb 
awaiting the next government that comes into 
power,’ says a top civil aviation ministry source. 
The government has removed Raghu Menon 
as chairman and managing director of Air India 
— he joined the airline in April 2008 for a three- 
year term. The removal has been ugly. According 
to sources, Union Civil Aviation Minister Praful 
Patel has not been happy with his performance, 


SATHEESH NAIR 


though the final trigger appears to be some triv- 
ial appointment of a regional head in Delhi. By- 
passing the usual official procedure for appoint- 
ments, Arvind Jadhav, a 1978 batch Karnataka 
cadre IAS officer, is now replacing Menon. 

But many feel that just installing a new bu- 
reaucrat may hardly be what the airline needs. 
Sources say that Air India does not need all the 
aircraft it has ordered — 111 planes for Rs 55,000 
crore — since it is finding it tough to fill up seats 
in the existing ones. "There are flights that are 
not meeting cash costs, but even worse, there are 
flights that are not meeting even their fuel costs,” 
says a senior official ofthe airline. So the need of 
the hour is to discontinue or rationalise many 
routes, not being saddled with new aircraft. 

The merger of Air India with Indian Airlines 
has been one of the major grouses held against 
Menon by many. It has been felt that the HR in- 
tegration has been a *disaster" as has been the 
information technology (IT) integration of the 
carriers. For instance, at the time of merger, 
there were around 60 general managers in both 
the firms, but now there are 108 of them. Simi- 
larly, there are now 48 executive directors 
whereas at the time of the merger there were 
around 20. "Instead of rationalising, those va- 
cancies have been filled up which are advanta- 
geous to them (Air India officials); says an offi- 
cial. Amalgamation of deputy general 
manager-level officials has not happened at all. 
A common, unified incentive package is yet to 
see the light ofthe day. 

But perhaps the icing on the cake is the IT in- 
tegration of the two carriers. The flights still go 
as IC (Indian Airlines) and AI (Air India) — a 
process which began one and half years ago 
when tenders were invited. “It is ridiculous to 
have destroyed the Indian Airlines brand — 
which in itself was quite a valuable brand — for 
nothing since the two are yet to become one,’ 
says a former Indian Airlines official. This fail- 
ure to integrate IT systems has delayed Air In- 
dia joining Star Alliance, a step many feel will 
help boost Air India's image if not its revenues. 

Will the bureaucracy be able to produce 
someone capable of pulling Air India out of this 
mess? The private sector CEOs do not think so 
but, as they say, "the bureaucracy would rather 
kill than let a private airline chief or a private 
sector professional take charge of Air India”. 
Maybe it is time to draw blood. 

Anjuli Bhargava 
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TELECOM 


loo Large To 
Be Ignored 


The DoT is 
planning to 
levy licence 
fee on telecom 
managed 
services 


~ Sia, 


EMERGING BUSINESS: 
The telecom network 
outsourcing revenues 

are projected at $21.4 
billion by 2013 





TELECOM MANAGED SERVICES — A GREY AREA IN 
the tax milieu so far — is set to be brought under 
the tax net soon. The Department of Telecom- 
munications (DoT) is mulling introduction of a 
licence fee on managed services. The finance 
ministry has already suggested taxing them. 
"Its a revenue leak that needs to be plugged, 
and we are in discussions with the finance and 
law ministry officials,” says a senior DoT official. 
India’s telecom management services market 
has grown from Rs 3,000 crore in 2005 (when 
Bharti was the first to outsource its network) to 
Rs 20,000 crore today. It is projected to grow to 
Rs 30,000 crore by 2011. As outsourcing of tele- 
com networks (now even fixed line networks 
are being outsourced as Bharti did recently) 
catches on in mature markets such as the UK 
and US, the global revenues are projected at 
$21.4 billion by 2013, up from $10 billion today. 
So far, equipment vendors such as Nokia 
Siemens Network 
(NSN), Alcatel-Lu- 
cent and Ericsson 
manage the network 
for companies such as 
Bharti Airtel and 
Vodafone on a rev- 
enue sharing model. 
There are three criti- 
cal components in 
managed services — 
the operator, the 
equipment and the 
services. Companies 
offering services exe- 
cute an equipment 
supply agreement 
with the operators’ 
overseas entity. This 
helps them avoid Cen- 
tral Sales Tax of 4 per 
cent because laws do 
not provide for a levy 
on imported goods. 
But goods manufac- 
tured and sold in In- 
dia attract sales tax. 
While Bharti and 
Vodafone spokesper- 
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sons failed to respond to BW on the tax issue, Er- 
icsson says, “The supply contracts are entered 
into by Ericsson India Pvt. Ltd.” A company 
spokeperson says they pay all taxes as per laws of 
the land. An NSN spokesperson says, “As a pol- 
icy, we do not disclose region-specific financial 
details. NSN conducts its business in accor- 
dance with laws prevailing in India.” 

A DoT source says, “High seas agreements 
are something common in infrastructure com- 
panies it has been reported to us on telecom, 
too. We will present a detailed report once we 
complete the findings.” 

Further, this equipment supply is broken 
down into hardware and software components. 
Hardware costs have been falling rapidly. But 
by importing high-value software for the hard- 
ware separately shipped in a CD, equipment 
vendors have managed to avoid duties as per 
existing norms. 

One leading telecom operator has set up a 
special purpose vehicle in Mauritius that buys 
equipment for its own company in India and 
charges rent for it also. This helps the operator 
deduct the component of rent from its income, 
thereby reducing the incidence of 38 per cent 
corporate tax. By artificially reducing the amount 
of service cost, which is a bilateral agreement be- 
tween the managed service provider and the op- 
erators, the company is able to reduce the 
amount that they pay as service tax. 

A sources in DoT says, “We have found a pat- 
tern that allows the operators and equipment 
vendors to hoodwink income tax department 
and DoT, on the taxes that they would have to 
pay for managed services.” 

An internal committee in DoT is discussing 
the need for immediate steps to impose a licence 
fee on managed services. The committee will 
place its recommendations before the new com- 
munications minister. “It will be on top of the 
agenda of works that need immediate attention 
of the minister. We are working out the details 
and the finance ministry would look into the 
revenue leaks,” said a DoT official. “Even a cater- 
ing agency has to take licence to offer services, so 
why not managed service providers?” he said. 

DoT is planning to argue that since the entire 
telecom network is owned by one entity, either 
registered in India or abroad, the entire value — 
equipment plus service — should be clubbed to- 
gether and valued. This is in accordance with 
the Works Contract Act (Composition Scheme 
for Payment of Service Tax) Rules, 2007. But 
since there is no clarity, the operators are ex- 
ploiting the loophole. “When the finance min- 
istry sends them the notice, it could open up a 
Pandoras box,” says a senior DoT official. 

M. Rajendran 
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OIL & GAS 


Refining On Complexities 


Falling 
demand for oil 
is hurting 
margins of 
complex 
refineries 


FALLING REVENUES: 
Gross refining margins 
of RIL's Jamnagar 
refinery has fallen since 
April 2008 















| Global refining capacity has risen just 1 million 
| barrels per day since 2007 | 
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A STEADY FALL IN DEMAND FOR PETROCHEMICAL 
products and waning gross refining margins 
(GRMs) are taking the sheen off capital-inten- 
sive complex refineries — that can crack any 
crude to give more valuable petroleum products 
— around the world this year. 

An analysis of corporate results of petroleum 
majors including Reliance Industries (RIL) re- 
veals that the edge of having a premium complex 
refinery, such as the one at Jamnagar, may be 
minimal. As crude prices soared, complex re- 
fineries boosted bottom lines of their respective 
companies in 2007-08 and early 2008-09 due to 
tightened product markets, strong margins for 
light products and unplanned outages by large re- 
finers. Simple refiners, on the other hand, suf- 
fered on lower turnaround rate and fuel switching 
in larger markets. Oil supplies from new discover- 


BLOOMBERG 


ies also required unique capabilities for process- 
ing. This led to huge commitments in refining ca- 
pacity expansions in the Middle East and other 
places. But with Opec cutting production, heavier 
crude oil prices have also seen a spike. 

But the scenario has changed. The bench- 
mark Singapore complex refining GRM cur- 
rently hovers around $2.50-3 per barrel on 
lower demand. RIL’s GRM crashed to $9.90 per 
barrel in last quarter of FY2009 from a high of 
$15 per barrel since April 2008. For the same 
period, RIL's diesel spreads were also down at 
$8.70 per barrel from $23.30, and gasoline at 
$11 per barrel from $13.80. The company had 
been struggling to maintain its margins by tak- 
ing some ofthe most impure crudes in the world. 

RILS capacity utilisation has also been falling 
consistently, mainly due to lower demand for 
gasoline products from US and diesel from 
Europe, as per CMIE data. RIL' capacity utili- 
sation has fallen to 100 per cent in February 
2009 from 118 per cent in June 2008. It im- 
proved to 105 per cent in March though, ac- 
cording to CMIE. 

"A fall in light-heavy crude differentials and 
poor diesel spreads was compensated by im- 
proved petchem margins, mainly on polymers 
restocking by existing customers,” says Ballabh 
Modani, analyst at Enam Securities in Mumbai. 

“RIL is now focusing on low-margin high- 
volume products to improve capacity utilisa- 
tion,” says Amar Singh, head of research at An- 


"unn 


~ 


gel Commodities in Mumbai. The recent move 7 


by Reliance to give up its SEZ status and tax 
benefits to sell products locally is seen as a move 
to improve capacity utilisation of its refineries. 

“Narrowing crude differential will hurt com- 
plex refiners and affect refinery modification 
projects around the world,’ says Rohit Nagraj, 
analyst at Prabhudas Liladher. In India, subsi- 
dies kept the demand for petrol going at 6 per 
cent and diesel at around 9-10 per cent annu- 
ally. Much of the expected capacity expansion is 
now uncertain. “Projects at the drawing and 
feasibility stage are also getting deferred bya 
couple of years,’ Nagraj adds. 


Any further drop in demand for petrocheni™ 


products can further affect refining margins, 
and even lead to a shutdown of at least 10 mil- 
lion barrels per day of output around the world. 
Refining firms certainly have tough times ahead. 
Sreevalsan Menon 

With inputs from Muthukumar K. 
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. PHARMACEUTICALS 


share costs with 
drug firms to. 

_ fight customs - 
. at Amsterdam 


Date of 
seizure 


Oct 


2008 


Exporting 
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IN AN UNPRECEDENTED MOVE, THE COMMERCE 


.. ministry has pledged to cover half the legal 
. expenses of Indian drug makers willing to take 


action against the customs in Amsterdam for 
confiscating export consignments in transit for 
:; Latin America. 

© Mumbai-based drug maker Cipla has already 
taken up the offer. “Our lawyers sent a letter to 


_ the customs after we were told half the expenses 


would be covered by the government,’ says 
Cipla CEO Amar Lulla. The efforts paid off. 
Last week, customs at Amsterdam airport 
finally released Cipla's export consignment in 
transit for Peru after five long months. 

While ministry officials could not be reached 
for comment, Dilip G. Shah, secretary-general 
of the Indian Pharmaceutical Alliance, who 
took up the issue with the commerce ministry, 
confirmed the development. “Indian pharma 
companies do not have the financial power to 
fight a court case in Europe. Plus, the cost of 
litigation would be disproportionate to the 
value of consignments,” says Shah. “If it was not 
for the government support, companies would 
have just abandoned the consignments.” 

Last November, tipped off by US pharma ma- 
jor Eli Lilly & Co. and Switzerland's Novartis 
AG, the customs had seized Cipla's consign- 
ment — Olanzapine and Rivastigmine tablets 
— on grounds of patent infringement. While Eli 
Lilly and Novartis respectively hold a patent in 
Europe for Olanzapine, an antipsychotic drug, 
and Rivastigmine, prescribed to treat dementia, 
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the two drugs are not patented in Peru. “This is 
nothing short of piracy,” says Lulla. 

In the past few months, export consignments. 
belonging to Chandigarh Ind-Swift Laborato- _ 
ries and Hyderabad-based Dr. Reddy's Labora- 
tories (DRL) in transit to Columbia and Brazil, i 


respectively, met the same fate in Amsterdam. 


While Ind-Swift's consignment was never re- — 
turned, DRL had to call back the consignment .- 
to India. 


“This has become a major concern,” says. 


Shah. "Exports to Latin America have to be 
routed through Europe. Flying through South 
Africa or North America would be a much more 
expensive proposition. Besides, if we give in, 
there is no guarantee that similar incidents 
wont happen in the US or Africa too." 


Latin America accounts for over 7 per cent of ^ 


pharma companies' exports, according to the 
Indian Pharmaceutical Alliance. *Latin Ameri- 
can countries have become important markets 
for Indian pharma companies, especially when 
traditional markets such as the US are no 
longer offering the same returns as they used to, 
because of pricing pressure,” says Sarabjit Kour 
Nangra, vice-president for research at Mum- 
bai-based Angel Broking. According to a recent 
Ficci report, exports of pharmaceutical prod- 
ucts to the US dropped 37 per cent to $478 
million in the five months ended February 
2009, compared to $756 million in the same 
period last vear. 

According to the Indian Pharmaceutical 
Alliance, Indian pharmaceutical companies 
could also lose their foothold in Africa, which 
accounts for about 14 per cent of drug exports, 
as African countries adopt stricter patent 
regimes. Last month, the Kenvan Parliament 
passed a rule making it illegal to manufacture 
or sell a generic version of a drug in the country 
that is patented anywhere in the world. Uganda 
and Nigeria are set to follow suit. 

“All this is part of a concerted effort to hurt the 
generic industry,” says Shah. “The 
World Intellectual Property Organiza- 
tion and International Medical Prod- 
uct Anti-Counterfeit Taskforce are 
trying to undo the flexibilities offered 
by the World Trade Organization.” 

As the global pharma market loses 
steam — pharma sales will shrink in 
2009 for the first time in 25 years, 
according to IMS Health — Big 
Pharma's battle to preserve market 
share for brand name drugs is set to 
intensify, and the focus may shift 
to emerging markets that are still 
witnessing growth. 

Noemie Bisserbe 
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BANKING 


Home Is Where The Heart Is 


Surprisingly, 
HDFC has 
recorded 
profits despite 
the slump in 
home loans 


Report Card 


MARCH 2009 
Loans: Rs 54,889 cr 


Individuals: Rs 28,416 cr 
Spread on loans: 2.21% 


Profit after tax: 
Rs 2,258.83 cr 


NPAs: 0.81% 


MARCH 2008 

Loans: Rs 48,378 cr 
Individuals: Rs 23,101 cr 
Spread on loans: 2.32% 


Profit after tax: 
Rs 1834.55 cr 


NPAs: 0.84% 


Spread on loans implies the 
margin HDFC gets to work with 
Source: Company 


(Hest aul 





IT SEEMS ALL IS WELL ON THE HOME FRONT. 
financials of india’s largest home-loan vendor 
— HDFC — give reason for cheer. The housing 
finance company’s net profit rose by 23 per 
cent to Rs 2,258.83 crore in March 2009, up 
from Rs 1,834.55 crore at end-March 2008. De- 
spite the slowdown — folks are still buying 
homes — the loan book was up by 16 per cent 
this year at Rs 85,198 crore from last year's 
Rs 73,328 crore. 

The figure is actually higher at 22 per cent if 
one were to include the Rs 4,245 crore of loans 
that HDFC sold down. HDFC' loan approvals 
for the year stood at Rs 49,166 crore, up 
from Rs 42,520 crore in 2008, representing a 
growth of 16 per cent. Loan disbursements were 
at Rs 39,650 crore (Rs 32,875 crore), up by 
21 per cent. 

Now, it is one thing to say that a housing firm 
grew its books. But what about dud loans? Non- 
performing assets (NPAs) stood at 0.81 per cent 
of the loan portfolio, and incredibly, it is better 
than the 0.84 per cent seen in March 2008. 
Pathik Gandotra, an analyst at IDFC-SSKI, 
says, *The economic slowdown and elevated 


SUBHABRATA DAS 


interest rates of the recent past have not trans- 
lated into rising delinquencies.” 

And there is more good news. Says Rahul 
Jain, an analyst at stock broking firm Alchemy, 
*While the reported share of individual loan in 
overall portfolio declined to 64 per cent 
(from 67 per cent at end December 2008), if 
one were to adjust for the sold down loans, the 
same would have stood at 66 per cent.” HDFC 
results have come as a pleasant surprise. 

More so because the home loan business as a 
segment had slowed down with many lenders 
turning cautious. Despite repeated cuts in key 
rates, few banks and housing finance compa- 
nies were ready to go out and lend in a big way 
given that the number of pink slips being issued 
were growing. 

As March end 2009, deposits stood at Rs 
19,375 crore (as against Rs 11,296 crore in 
2008), up by 72 per cent; and these deposits 
now account for 55 per cent of the incremental 
borrowing of HDFC. According to Gandotra, 
the net interest margin improved by 27 basis 
points to 3.7 per cent on a quarter-on-quarter 
basis on the back of declining wholesale 
borrowing costs, despite being bogged down 
by high-cost deposits taken last year. “HDFC 
has been at the forefront of declining borrowing 
costs for corporates with its marginal 
cost nearly halved to 6-6.5 per cent over the last 
four months.” 

So what is going to be the scenario going 
ahead? The extension of the special home-loan ^/ 
schemes by the State Bank of India — even at 
the risk of increasing delinquencies — is seen 
affecting housing finance companies. An 
analyst, who did not wish to be identified, 
points out that *our channel checks and inte- 
ractions with direct sales agents suggested that 
inquiries have gone up but 'shift' of loans have 
not happened mainly because of the shorter 
tenure of such new offerings.” 

Jain says that since October 2008, property 
developers have reduced prices by 25 per cent 
from peak levels, especially in Mumbai and the 
National Capital Region. "However, outlook for 
the property sector would remain uncertain in 
the next few quarters — given the uncertainty in 
economic growth, and. with property buyers 
deferring purchase decisions in anticipation of 
further corrections in property prices.” But then 
expect HDFC to beat the odds. 

Raghu Mohan 


18 MAY 2009 22 BUSINESSWORLD 





DITING 









- it difficult to 
implement 
review process 
of statutory 
auditors' audit 





ll Peer Review 
serve The Purpose? 


CAPITAL MARKET REGULATOR SECURITIES AND 
Exchange Board of India (Sebi) is struggling to 
oversee a problem-free implementation of 
its own mandate on a review of the statutory 
auditors audit of the 2007-08 accounts of 
companies belonging to BSE's Sensex and 
Nifty indices. 

Sebi wanted the companies to pick an auditor 
from a panel of auditor firms that had no audit 
connection with their business competitors or 
with their own past audits. "With experienced 
auditors being a handful and being connected 
with competing companies, this literally leaves 
no auditor of required experience to do a peer 
review, says the head of accounting standards 
in a leading financial consulting firm. 

While the market regulator had to be seen as 
doing something with regard to the fallout from 
Satyam Computers’ falsified financial accounts, 
questions are being asked whether the peer re- 
view solution will efficiently serve the purpose 
of detecting poor audit processes by auditors. 

Rajesh Gajra 









Note: The above are the 15 Jargest Sensex companies by market cap 
italtsation as on 4. May; the auditors information i& as per the annual 
reports for tha year ended March 2008 except for Hindustan 
Unilever, which is year ended December 2007; iChaturvedi & Shah, 
"Deloitte, Haskins & Sells and Raiendra & Co. 

Source: SY research 





ENERGY 


. Not Enough Power 


~ Power shortage 
. in summers is 
common, but 
it is unusually 
severe this 

time around 






















Ay Western region 
8Apil O 1, 1G April ^ 6,809 
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DESPITE EVERY ASSET BEING USED OPTIMALLY 
there is an all-round power shortage this year — 
peak and off-peak, officials say. The countrv's 
western region had a power shortage of 5,991 
mw on 4 May (See ‘Rising Needs’). 

Over the years, power crisis during the initial 
summer months has become a regular feature. 
However, the crisis this vear, which saw record 
consumption of 2,150 million units on 30 April, 
has been different on three counts. First, tempera- 
tures shot up earlier than expected, which in- 
creased demand that could not be met especially 
as hydel generation is still to pick up. Second, 
with general elections underway, states are not 
willing to resort to load shedding and would 
rather overdraw and pay penal charges. States 
such as Uttar Pradesh, Andhra Pradesh and Pun- 
jab have been warned on overdrawal, Third, offi- 
cials say, unlike previous years, this year's high lev- 
els of shortages are happening even when there 
have been very few breakdowns of power plants. 

Making the issue more serious is the fact that 
close to 35 per cent of all coal-based power sta- 
tions has less than a week's stock of coal. In 
some, it is less than four days. 

Kandula Subramaniam 
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INTERVIEW this country. We are convinced that personal 
contacts are very important. So, we have 
come personally to find partners for joint 


‘Protectionism “=== 
will be fatal’ Qs eer MN 


a sectors of the economy. They are highly 
specialised companies. There are from food 


a Philipp Rosler, Economy Minister, Lower Saxony production, railway signalling, auto 
components, to name a few. 





Where do you see the business potential 
Q: a in West Bengal? 
A „ You have good infrastructure. We have 

s tried to bring middle-sized joint 
ventures for food production... we heard you 
are pretty strong there. 


a This is a time when Europe and the US 

" are hit by recession. Where does India 
figure among German investors now? 
A: India is a very strong market. It has 

a been a strong market in recent years. 
My predecessor was here in 2006. My chief 
minister was here last year. So mine is the 
third (visit). There will be decline in German 
GDP while you (India) will grow. India is a 
strong economy. More so because you (India) 
are not invested in US subprime assets. So 
there is an opportunity for German 
companies. 

The most fatal error in this time would be 
protectionism. Our business delegation is a 
strong sign against protectionism. We want to 
trade. We want to make good contacts 
between our companies. 





r 
A 30-member German business delegation Is it now more important for German 
from Lower Saxony visited West Bengal last = firms to look for a market like India 
week. It was the first from Deutschland where there will be growth? 
after a gap of one year. Apart from forging „ Yes, maybe. In the time of crisis, it is 
alliances with local businesses, the team met a important to come to India. But we were 
Chief Minister Buddhadeb Bhattacharjee. ^ here before too, so it is a stable partnership. 
BW caught up with Vietnam-born Lower Sax- 
ony Economy Minister Philipp Rösler, who „a Finally, what would you suggest Indian 
led the delegation, in Kolkata. He spoke about a companies and Indian authorities not do 
the potential of West Bengal and India asa to stave off the economic crisis? 
foreign investment destination. Excerpts: I think errors could be the same as in 

= good times. We have to reduce the 
> E MT bureaucracy both in good and bad times. 
~ What is driving your visit here? The German oa general in Kolkata UR 
„a This is a delegation initiated by the Günter Wehrmann, who was present during 
z government of Niedersachsen (Lower the interview, chipped in with his piece of 
Saxony). There are 30 companies with us from advice: “Never compromise on quality if you 
the small and medium sector. We want to are exporting, especially to Germany. Do not 
make good business contacts in India. try to do that to sell cheap. It does not work 
We have heard so many good things about in Germany.” 
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Crisis Log 


US car sales down 34%, France's trade deficit widens, Microsoft cuts more jobs 


US Banks Need $75 bn More 


THE JOB 
MARKET 


a | 


Microsoft Corp.: 
The software giant 
said it is laying off 
more workers, 
almost completing 
its plan to cut 
5,000 jobs by 
June 2010. 

New Zealand: The 
country’s unem- 
ployment rate has 
hit 5 per cent in 
the March quarter 
— the highest in 
six years. 

Adidas: The 
sports-goods 
maker says it will 
cut 1,000 jobs as 
part of a plan to 


save €100 million. 








BLOOMBERG 


A REVIEW OF 19 OF THE LARGEST BANKS IN THE US 
shows that 10 of them together need an 
additional $74.6 billion to boost their cash 
reserves. Bank Of America leads with an 
additional requirement of $33.9 billion. Others 
include Wells Fargo, which needs $13.7 billion, 
GMAC $11.5 billion, Citigroup $5.5 billion and 
Morgan Stanley $1.8 billion. 

“Our hope with today’s actions is that banks 
are going to be able to get back to the business 
of banking,” said US Treasury Secretary 
Timothy Geithner while making the announce- 
ment. These banks have been given until 8 June 
to finalise their plans of recapitalisation. 


US auto sales fell 34 per 
cent in April this year 
compared to the same 
month of 2008. Chrysler — 
which filed for bankruptcy 
— recorded the highest fall 
of 48 per cent, followed by 
Toyota Motors, which 
witnessed a 42 per cent 
decline. Although steep, 
General Motors's 34 per 
cent slump and Honda 
Motor's 25 per cent were 
below analysts projections. 


Source: Companies 
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INDIA IMPACT GLOBAL WATCH 


Shrinking exports: India’s exports fell by 33.3 
per cent in March to $11.5 billion, the sharpest 
fall in 14 years. Exports for the fiscal 2009 
touched $168.7 billion, falling short of the 
government's revised target of $170 billion, 
according to data released by the commerce 
ministry. Commerce Secretary G.K. Pillai said the 


export sector is expected to recover by September. 


Rebound: The International Monetary Fund 
(IMF) has said the Indian economy is expected to 
rebound near the end of 2009. IMF said despite 
India’s relatively low dependence on exports, the 
country will be particularly affected by the 
financial shock. India’s GDP is expected to grow 
at 5.6 per cent in 2010, it said. 


Widening crack: France’s trade ministry said 
the trade gap expanded to €4.9 billion 

($6.5 billion) from €4.1 billion in February 
as the worst recession in Europe since World 
War II sent exports to a four-year low. 


Credit tumbles: The US saw record credit 
contraction in March after unemployment rate 
reached its highest level in 25 years. Consu- 
mer credit fell by $11.1 billion to $2.55 
trillion, according to a Federal Reserve report. 
Severe recession: The International Monetary 
Fund has slashed its growth outlook for Asia, 
predicting a “long and severe recession” for 
the region's export-dependent economies. 


billion. The amount Japan's government has pledged for stimulus packages. 
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Special Presentation 


Saving Cost the Tech Way 


Cost savings are top priority for all businesses, but more so for small and medium 
enterprises that work with limited resources 


Benefits of 
ERP include re- 
duction in 
risks, higher 
return on in- 
vestment (Rol), 
alignment of 
strategy and 
operations, in- 
creased flexi- 
bility and, of 
course, reduc- 
tion in costs 


P zc g D E 
PAY m : 


hether one is thinking software-as-a- 
We (Saas), office automation or 
video conferencing, the idea behind it 
all is cost savings. And not surprisingly, all these 
solutions are based on information technology 


and the focus is shifting from 'not spending on 
technology' to 'spending on cost-saving technol- 


ogy’. 


Enterprise resource planning 

Whether it's human resources, corporate fi- 
nance, planning production, maintaining plants or 
managing services, enterprise resource planning 
or ERP has a role to play. ERP is basically an in- 
tegrated software system that manages and co- 
ordinates resources and information at a single 
point from shared data stores. It brings all the data 
of an organisation on one common platform. 

One of the most apparent advantages of im- 
plementing an ERP solution is speed because 
employees get immediate access to information 
they need to operate on a daily basis. For exam- 
ple, it would be easier and faster for a sales ex- 
ecutive to answer the queries of a customer 
regarding delivery status of a particular product. 
Other benefits of ERP include reduction in risks, 
higher return on investment (Rol), alignment of 
Strategy and operations, increased flexibility and, 
of course, reduction in costs. 


— 
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Software-as-a-service 

Software-as-a-service (SaaS) is a particular 
type of software deployment in which a vendor 
provides software on a kind of subscription basis. 
It enables an enterprise to use only specific fea- 
tures of any kind of software, without the need to 
install, update or maintain it. Vendors that provide 
this service may host the application on their 
servers or choose to upload it at the end of the 
consumers end and disable it after use or expira- 
tion of the contract. This provides great flexibility 
and cost savings for an organisation. The benefits 
of Saas are discussed later on in this article. 


Open source software 

Though many associate open source software 
with being free that is not always the case. An 
open source software only implies that the source 
code is free and other rights usually associated 
with a copyrighted software may be removed. 
Slightly complex software, even with an open 
source, are usually available for a small fee. The 
double benefits of open source software include 
giving the company the flexibility to put in their 
own coding, thus customising the software and 
huge savings in cost. 


Appliance-based software delivery 

Appliance-based software delivery (AbSD) is 
like SaaS with the additional features of dedicated 
hardware on site and traditional upfront purchase. 
AbSD is a pre-installed and pre-tuned combina- 
tion of hardware and software models that plug 
directly into a network, removing the need for any 
other hardware or software configuration. 

One of the biggest advantages of AbSD, be- 
sides reduction in overall cost, is that it is a highly 


on 


secure solution that makes sure that an organi 


sation is in possession of its own data. 

But while all businesses increasingly adopt 
technology to bring down on costs, it is all the 
more important for small and medium enterprises 
(SMEs) to do so, given the limited resources they 
work with. 





s y ear have revealed. that th 










y can leverage the benefits of globalisation. 
The growth and evolution of the SME sector 


Many smaller companies are not satisfied with 


and are showing a keen interest in IT solti- 
tions that provide maximum business benefits. 


re of the opinion that hosted IT services would 
facilitate them to work more, spend less and gain 





p businesses rather than managing IT. 


to address them | 
cn the current s scenario, for a company tos sus- 


! a d resumen ovid E 
nd Avoidance a of data | loss: : SaaS solution pr jiders. = 


al of th this markét, Reports pro- 





ir ting T quirements: SaaS olei a di ensure con 
Piss pliances periodically. NX T TN 
. .. Other reasons for SMEs to consider r imple- T 
k k K menting hosted. applications include quick and - yalso o 
E easy deployment capabilities; seamless. integra- - -endanger the 
t. tion with processes/departments. and reduced - 

s cost of ownership. Further, there is no huge cap- 
ital expenditure involved while installing the soft- 
^ ware and there is an increase in Rol as the model 


ening the sector 0 is essential so that. 


has led to an increase in demand for IT solutions. 


their existing disparate solutions and legacy sys- 
Many of the decision makers in the SME sector 
remarkable benefits by concentrating on their. 


: ME business *fisllenges and the means | 












loss i is i minimi 


the risks of sahara: acquisitions and to move IT 


from a reactive cost centre to being a proactive, 





facilitates " pay per user". 


As already mentioned, success for most of the | 
: small and mid-sized businesses depends alot on... 
1T. Small companies cannot afford to make i inap- 
_ propriate investments in IT as a failure may also 
--endanger the profitability of the company. Usage "E 
-of hosted applications is gaining momentum in. 
the current scenario. Introduction of ERP undera . 
SaaS model with enough functionality, robustness | 
and high-level security for mission-critical enter . 
prise applications has already enabled several or- 
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Roop Telsonic Ultrasonix is powered by Ramco OnDemand ERP 


Profile 

Roop Telsonic Ultrasonix Ltd is a joint venture with a well-known ultrasonic machine manufacturer M/s Telsonic 
AG, Switzerland. The company has more than 15 sales and service offices across India and a well-spread network 
in South East Asia. They are one of the largest and most trusted suppliers of advance technology ultrasonic in- 
struments and application support in the industry. | | 








Challenges faced 
. Roop Telsonic's nature of business requires day-to-day handling of 12000+ inventory items and it was turning 
out to be quite a challenging task. They had standalone systems to track certain operations and hence lacked 
complete visibility across key business processes including inventory, sales and finance. Due to unavailability of 
data for MIS, management was not able to take sound business decisions. 
. Roop Telsonic was looking for a robust solution that would track the invoices raised from multiple locations 
and facilitate comprehensive management of receivables. The company also required to generate BS and PL for 
all the divisions separately in order to track the operational efficiency. 
The company decided to implement a comprehensive and integrated online solution that would efficiently han- 
dle the inventory items. They also wanted the solution to seamlessly integrate with their financials, sales and pur- 


chase across locations. 


How Ramco OnDemand has helped Roop Telsonic in achieving its business growth 
Ramco OnDemand ERP has enabled Roop Telsonic to efficiently manage inventory, generate reports as per the 


required format and have better accessibility and control of business operations across locations. Specifically, the 
solution has also enabled them to track invoices online with detailed group-wise and period-wise analysis and 


manage receivables comprehensively. 


Reasons for choosing Ramco OnDemand ERP 

* Comprehensive and integrated online solution covering all business processes 

* Minimal capital expenditure 

* Web-based ERP for connectivity across multiple locations 

* Quick go-live: Implementation time is far less compared to an on-premise model 

* Easy scalability: Users can be added based on increased business growth 

» Disaster recovery and maintenance comes as part of the Ramco OnDemand model 
* Role-based access and authorisation facility 

* Cost benefit compared to on-premise model 

* Online financial statements and cash flow projections 

+ Fitment, technology and ability to address the industry requirements 

O a ene 





66 Ramco OnDemand ERP has helped us to strengthen our visibility and con- 
trol across locations. The application integrates all business processes and pro- 
vides reports on key operational parameters, which helps us to take 
well-informed business decisions. We find Ramco OnDemand ERP very user- 
friendly and our users were able to adapt to the application in a short period of 
time. | would like to mention that the support shown by the Ramco Systems 
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team is really commendable. 
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Redrawing 
Borders 


by nayan chanda 


THE UNPRECEDENTED BAILOUTS OF US FINAN- 
cial institutions and automobile companies 
were accompanied by calls to ‘buy American’. 
They have now been joined by an old slogan: 
‘Hire American’ Recipients of Troubled As- 
sets Relief Program (Tarp) funding are now 
` being encouraged to hire US workers. Exec- 
utives keen to maximise efficiency and profit 
margins by outsourcing work are being 
shown the door. It seems that preserving the 
jobs of citizens within borders now takes 
precedence over the profit-making priorities 
of multinational corporations in a borderless 
world. Move over globalisation, the nation 
state is back on centre stage. 

This latest blow to globalisation came to 
light with a brief news item in an Indian 





Bound Together 





increase outsourcing, some 43 House 
Democrats sent off a scorching letter to 
the bank's CEO. As de facto shareholders, 
they told Jamie Dimon what they thought of 
his outsourcing plan: “We would like to re- 
mind you,’ they wrote, “that the taxpayers of 
the United States of America contributed 
$25 billion to your company to help stabilise 
our economy — not send jobs overseas." Ad- 
monishing the CEO that his institution 
should be ashamed of itself, the Congress- 
men warned that its outsourcing plan would 
be followed closely. 

There are other indications that JP Mor- 
gan, which has been contracted to administer 
the food stamps distribution of many states 
and has used call centres in India to manage 
their operation, has cut back on its overseas 
call centres. This, despite the fact that JP 
Morgan and other companies managing food 
stamp and unemployment benefits have 
saved about 25 to 30 per cent of labour cost 
by employing foreign workers. 

At a time of rising unemployment, it is no 
surprise that citizens and their parliamentary 
representatives are expressing outrage about 
tax-payers' money being spent on foreign 


newspaper announcing that JP Morgan nations workers. Nor is it unusual, in a time of crisis, 
Chase, now America's second-largest bank, for even the leader of the capitalist world to 
has plans to increase outsourcing to India to prosper, but shelve its ideological qualms about protec- 
nearly $400 million (25 per cent) this year. it must tionism and dive headlong into the very state 


The news set the blogosphere ablaze with 
outraged commentary about shameless cor- 


porations taking US taxpayers' money only F 
w to send jobs overseas. Indeed, as part of the the interest of 


Bush administration’s $700-billion payout 
to recapitalise banks and other “assisted in- 
stitutions”, JP Morgan Chase did receive $25 
billion. Soon after the new congressional session started in 
January, members of the House of Representatives made an 
unsuccessful attempt to attach an anti-outsourcing amend- 
ment to the Tarp legislation. 

A Republican Congresswoman from North Carolina 
sought to introduce an amendment that would prohibit any 
Tarp recipient from entering into “a new agreement, or 
expand a current agreement, with any foreign company for 
provision of customer service functions, including call- 
centre services, while any of such (Tarp) assistance is out- 
J standing.” That attempt was defeated on the ground that it 
would violate the US' commitment to free trade and in- 
evitably provoke a challenge from the WTO. But there is 
more than one way to skin a cat. Short of enacting blatantly 
protectionist legislation, politicians can get their way by 
other means. And that is what seems to be happening. 

When news broke in March about JP Morgans plans to 


intervention that it has long denounced. 
However, an inevitable consequence of the 
new emphasis on job creation for citizens is 
the retreat of globalisation. Already, financial 
institutions facing losses and a credit crunch 
at home have cut back on their foreign opera- 
tions and investments, creating a ripple effect 
on global manufacturing and trade. 

Now, with major Tarp beneficiaries obligated to lend only 
to national customers, the deregulated global capital market 
that fuelled an investment and trading boom looks like a 
thing of the past. The latest uproar over outsourcing by gov- 
ernment-assisted companies marks the rise of another bar- 
rier to the increasingly borderless world created by the inter- 
net-based service economy. Having back offices in India, the 
Philippines or China may be efficient and profitable, but 
business calculations take a back seat when the country's po- 
litical calculations take precedence. In effect, the borderless 
world economy may have helped nations prosper, but global- 
isation must retreat before the interest ofthe nation state. 

The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw(a gmail.com 
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by Gurbir Singh 
'Buy land. They aren't making it any more. That was 4 


the philosophy during the boom. Today, builders 
have the land, but NO cash to develop it. 


| 
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HE first two results of realty 
companies for the Jan-March 
2009 quarter— one big, one 
small has confirmed the 
worst fears of industry watch- 
ers: property buying is a frozen 
glacier. On the one hand, In- 
dia's s biggest real estate developer, Gurgaon- 
based DLF, suffered the discomfiture of seeing 
its net profits plummet 93 per cent to Rs 159 
crore, and its sales skid 69 per cent to Rs 1,321 
crore compared to the previous year's last quar- 
er. On the other hand, there is Bangalore- 
based Puravankara Projects, tiny compared to a 
DLF but with an uncannily similar perform- 
ance — net profit fell by a humungous 81 per 
cent to Rs 14.6 crore, and sales fell 55 per cent to 
Rs 68 crore from the year-ago figure. Even com- 
pared to the immediate previous quarter of 
September-December 2008, which was consid- 
ered the worst in a decade, sales have crashed by 
18 per cent for DLF, and by 15 per cent for Pura- 
vankara. So much so that DLF's promoters are 
reportedly selling 6-7 per cent stake in the com- 
pany to raise Rs 2,000-2,500 crore to pay off 
some pressing dues. 
So, it is no surprise that this is suddenly the 
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season of new launches. Desperate builders are 
on an overdrive to generate some cash flow by 
offering huge discounts to bait buyers. Two 
months ago, Mumbai-based Lodha Developers 
launched Casa Univus, a township of 3,000 
apartments, near Mumbai's Thane suburb. Sit- 
uated 14 km from the city in the middle of 
nowhere, the apartments came at an attractive 
Rs 3,000 per sq. ft, nearly 50 per cent lower 
than in Thane. The Lodhas claimed it was a 
great launch with 500 bookings in the first few 
weeks. That was till another builder, Everest 
Developers, came along and launched another 
project 8 km from Thane’s city centre at Rs 
2,200 per sq. ft. Everest, too, claimed it had 500 
bookings. But enquiries with HDFC revealed 
that there were hardly any applicants for home 
loans for these projects. Abhisheck Lodha, 
director of the Lodha Group, concedes: "Yes, 
there have been cancellations." 

Similarly, Delhi-based Unitech has launched 
several new projects including Uniworld Gar- 
dens II in Gurgaon Sector 47 and Ananda at 
North Town, Chennai, at attractive prices. Its 
old projects, though, are yet to be completed. It 
even faced street protests from 350 flat owners 
of its World Spa project in Gurgaon, who have 
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BEHIND SCHEDULE: 


(From left) DLF's Parel 
mill project, Mumbai; 
Unitech’s Nirvana 
project, Gurgaon; 
HDIL’s airport rehab 
project, Mumbai; and 
Indiabulls’ Jupiter Mills 
project, Mumbai. These 
are the top four real 
estate companies by 
market cap. 
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paid 95 per cent of the cost but are yet to get de- 
livery, despite a three-year delay. 

A research analyst with a foreign institu- 
tional investor who recently toured several DLF 
and Unitech sites in Gurgaon, says she saw cows 
grazing at many project locations that were 
supposed to be underway. 


Frozen Marke 

Despite al the claims and hype by builders, their 
stock is not moving. Builders depend heavily on 
bookings — using the initial payment of 20 per 
cent to kickstart projects, and leveraging the 
bookings to raise loans. In the absence of book- 
ings, they are now starved of funds. According to 
Pankaj Kapoor, CEO of Liases Foras, a real es- 
tate rating and research agency, there are 5,115 
residential, commercial and retail projects un- 
der construction, and 339 proposed projects 
that have either stalled, slowed down or failed to 
launch across six metros (see ‘Massive Pile Up’ 
on page 33). “The commercial /office space seg- 
ment is in greatest distress with 195 million sq. ft 
of ready and under-construction property in the 
market with few takers,” says Kapoor. 

Consumers began withdrawing as early as 
March 2008, but developers took time to come 
to terms with it. Flush with IPO (initial public 
offering) money and FDIs (foreign direct invest- 
ment), they thought they could hold out till the 
consumer blinked. That did not happen and the 
shakeout began last October. 

The initial resistance by builders to price cuts 
had to do with the way the realty boom shaped 
up from 2005. By October 2006, the inventory 
for both commercial and housing stock was at its 
lowest. On the other hand, there was too much 





money chasing too little supply. New FDI norms 


for realty projects in March 2005 brought in an 
estimated $10 billion, mostly in partnership 
with Indian developers. Simultaneously, closely 
held companies took the IPO route to raise 


funds. In 2007, real estate companies together 
raised Rs 14,591 crore, 43 per cent of all IPO 
money raised. There was not enough stock, nor 


sufficient projects to absorb this money, causing 
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E. though, the consumer had 


down had begun to pinch. 
As consumers stopped buy- 
| ing and the downtrend set in, 


rounds of price cuts. The first 
was last Diwali when they of- 
fered price cuts of around 10 
per cent that included waiving 


stamp duty and offering furni- : 


tare and internet connections at subsidised 
rates, But nobody swallowed the bait. 

. Second, from February 2008, there has been 
substantial reduction in capital values and lease 
rentals. For instance, in the Delhi-NCR region 
developers such as DLF, Supertech and JP As- 
sociates launched projects in west Delhi, Gur- 


gaon and Noida at rates 30 per cent below what «< 


were prevailing at peak in June 2008. DLF 
launched a project at Rs 1,800 per sq. ft in Hy- 
derabad, 40 per cent lower than market rates. 

These tactics have not worked, except where 
the project is nearing completion or offers ready 
possession. “The buyer has tasted blood,” says 
Parimal Shroff, a senior lawyer with a large real 
estate practice. *He knows the builders are des- 
perate to sell" Besides, current home loan rates 
of 9-10 per cent, while lower than the 13-14 per 
cent highs of mid-2008, have still not reached 
2004-05 levels of 7.5 per cent. The buyer, there- 
fore, still sees no reason to buy. 





yiri to E ORE Bun prices: rose three- 
fold over three and a half years. But the fall in 
prices over the past nine months has only been 
31 per cent. "Prices are poised to fall by 30-40 
per cent more by November; he forecasts. 
*Prices may fall even below the fair value. It is 
only by November that we may see 2005-level 
trading." This perception is backed by an Edel- 


E a price spiral. By March 2008, 








| stopped buying as the effects - m 
of the overall economic slow- — 


builders resorted to two 


weiss Securities survey of visitors ata four-day — 


property exhibition held in April. Eighty-four 
per cent respondents felt property prices were 
still too high and expected a 10-30 per cent fall. 
Even as the consumer waits, projects that 
kicked off in 2006-07 to meet the supply short- 
age are now maturing, creating bloated supply. 
In the six metros, 53 per cent ofthe 930 million 


sq. ft of available realty stock is unsold, putting. 


downward pressure on prices and lease rentals 
(see ‘Massive Pile Up’ on page 33). 
But how far can builders drop prices? People 


Tike. Sunil Mantri, chairman of Mumbai-based 


developer Mantri Housing, and broking house 
Jones Lang LaSalle's MD Anuj Puri say it is un- 








likely prices can fall any fur- 
ther without developers 
having to sell at a loss. Oth- ie 
ers like Pranay Vakil, chair- | pata 
man of Knight Frank Prop- = E] 
erty Consultants, believe — 
differently. "The price cuts — j 
are only for bookings for 
new projects," Vakil points 
out. "The price reduction in 
near-completing projects is 
marginal." 

Builders also claim that 
the high land acquisition 
price in recent years has 
made pricing fairly inelastic. 
For instance, in 2005, Mum- 
bai-based Oberoi Construc- 
tions bought GlaxoSmith- 
Kline Burroughs Welcome's 
23-acre pharma unit in Mumbai's Mulund sub- 
urb for Rs 221 crore. This translates to Rs 2,225 
per sq. ft for the raw industrial land. With devel- 
opment and construction costs, Oberoi would be 
selling at a loss if the price tag for apartments 
falls below Rs 5,000 a sq. ft. 


How Stressed Are Developers? 
Slumping sales have begun to take their toll on 
developers' numbers. DLF's full-year revenue 
for FYO9 slid 28 per cent to Rs 10,541 crore. For 
Puravankara, it dropped 21 per cent to Rs 445 
crore. A review of brokerage firms’ forecasts and 
the first nine-month performance of some top 
firms show that their fall in revenue is likely to 
be between 26 and 45 per cent. Unitech, India’s 
second-largest developer, which sold 7.15 mil- 
lion sq. ft of property in FYO7 and 8.7 million in 
FYOS, will do less than 5 million sq. ft in FYO9. 
As the property market plummets further, 
profit margins are being increasingly squeezed. 
DLF's FYOS margins of 53.5 per cent slid to 42, 
39 and 34 per cent for the first three quarters, re- 
spectively, of FYO9. A good example is its Moti 
Bagh project in Delhi that it opened a year ago at 
Rs 12,000 per sq. ft, with a handsome margin 
of 60 per cent. Today, it is quoting at 
Rs 6,000 per sq. ft. The margin, just 22 per cent. 
Most analysts are sceptical of the recent rally 
in realty companies' share prices signalling a re- 
bound. Putting a 'sell' on the DLF, Unitech and 
HDIL (Housing Development & Infrastruc- 
ture) stocks, Amit Agarwal, analyst at Ambit, 
notes in a report: “Sales volumes are still down 
80-90 per cent YoY and property prices con- 
tinue to drop... Increase in cancellations has in- 
creased the pressure of already stretched cash 
flows for all three real estate companies" 
HDIL, promoted by Rakesh Wadhawan and 
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the third-largest listed company by market cap, 
is in a particularly rough patch. So is Akruti City. 
Both of them have grown mainly on the back of 
Mumbais slum redevelopment projects by ex- 
ploiting the transferable development rights 
(TDR) released from re-housing slum pockets. 
They now face the challenge of evaporating TDR 
prices that have crashed from Rs 4,200 per sq. ft 
in January 2008 to less than Rs 1,000 per sq. ft 
today. Sastha Gudalore, an analyst at Alchemy 
Shares & Stock Brokers, foresees HDIL pulling 
out of Phase II and III ofthe 276-acre airport 
slums rehab project in view of the crash in TDR 
prices. The possibility could become real, as 
Sudhakar Shetty, a Mumbai-based realty in- 
vestor who holds 30 per cent stake in HDIL's 
Mumbai airport development, says: “We are 
considering a possible exit after we complete 
this (Phase I) rehab component.” 

Indiabulls Real Estate (IBRE), the fourth- 
largest builder by market cap, entered late in the 
game of assembling land banks and, therefore, 
bought land at very high prices. This restricted 
the company’s manoeuvrability on pricing and 
rentals. For instance, land for its two flagship 
commercial projects — in Jupiter Mills and El- 
phinstone Mills — in Mumbai was acquired 
through hard-fought auctions from the National 
Textile Corporation (NTC). Jupiter's 11 acres was 
acquired for Rs 276 crore in March 2005, and 
Elphinstone Mills' 7.75 acres for Rs 446 crore in 
July 2005 at Rs 7,000-8,000 a sq. ft. 

With the slowdown, its estimated leasing tar- 
get of Rs 300-350 per month per sq. ft has been 
shaved by half with deals being signed for 
Rs 170-190 per month a sq. ft. Gagan Banga, 
CEO of IBRE, however, denies the company is 
stressed. "When we bought the mill land, com- 
mercial rentals were Rs 100 per month a sq. ft 
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NO BUYERS: 

Flats lying unsold 

in a row of newly- 
constructed buildings 
along Navi Mumbai’s 
Palm Beach Road 








and FSI (floor space index) was just 1.33,” he 
says. “Now, we have FSI of 4.0, giving us 5 mil- 
lion sq. ft of rentals for Jupiter and Elphinstone 
by 2010. At an average 185 per month per sq. ft 
our earnings will be Rs 1,100 crore a year from 
the two projects. This compares well with DLF's 
annual rental revenue of Rs 700 crore.’ 


The Debt Trap 
Many developers face a debt trap, having bor- 
rowed heavily to acquire prime land and speed 
up development during the 2005-2007 boom. 
By mid-2008, most of these realtors had 
drummed up high debt-equity ratios of 0.8-2.0, 
This would have been manageable had these 
companies maintained a sustained cash flow. 
However, with negligible sales, they are in for 
big trouble. Many of them would have been in 
serious default had it not been for the Reserve 
Bank of India directing banks and financial in- 
stitutions to help them restructure their loans. 
These loans have to be ultimately paid after the 
rollover period; and given the current market 
scenario, cash flows could be worse a year later. 
Unitech, for instance, availed of short-tenure 
borrowings of around Rs 8,400 crore to fund its 
telecom foray and create a land bank of 9,000 
acres, for much of which only token money has 








been paid. Deferred liability for its land pay- 
ments accounts for Rs 1,914 crore. It also used 
these funds to launch multiple projects in differ- 
ent centres, spreading itself thin. 

The company now wants to reduce its debt 
to Rs 7,000 crore by this May-June and is hop- 
ing to restructure its short-term debt of Rs 
2,500 crore maturing in FY10 through sale of 
equity of its telecom company Unitech Wireless 
to Telenor, asset sales, conversion of debt into 
equity and fresh pre-sales. While Rs 380 crore is 
expected from the stake sale to Telenor, it was 
hoping to raise Rs 1,100 crore from various as- 
sets sale, For instance, it sold its 200-room Gur- 
gaon hotel for Rs 230 crore, but only part con- 
sideration has been received. Again, its bid to 
sell its office complex at Delhi's Saket for an esti- 
mated Rs 500 crore has so far not succeeded. 

In recent weeks, Unitech has raised Rs 1,621 
crore through a qualified institutional place- 
ment (QIP) aimed at easing the high debt bur- 
den. This has led to a 13 per cent post-issue di- 
lution in the promoters’ stake to 51 per cent. 
This also represents a valuation of Rs 12,470 
crore, 85 per cent down from its peak valuation 
of over Rs 85,000 crore in January. However, 
despite the funding, Unitech failed to complete 
its repayment of Rs 500 crore to mutual funds 
that was due on 19 April. Likewise, its target of 
raising Rs 1,000 crore from pre-sales seems far- 
fetched as it will have to book 10,000 flats cost- 
ing an average Rs 50 lakh each to reach its tar- 
get. Attempts to get responses from Unitech, 
DLF and Parsvnath by BW drew a blank. 

DLF presents a better picture but a closer ex- 
amination shows the company may also be slip- 
ping into a debt quagmire. Loans on its books 
have risen 28 per cent to Rs 15,777 crore in FYO9 
from Rs 12,277 crore in FYO8. Much of these 
funds have been used to acquire expensive land 
such as the 17.5-acre Mumbai Textile Mills in 
2008 for Rs 702 crore. Also in Delhi, DLF pur- 
chased the 38-acre DCM Sriram Mills property 
in August 2007 for a whopping Rs 1,675 crore. 
The company also has outstanding payment for 
land acquisitions to the tune of Rs 5,962 crore. 
On the other hand, its sales numbers are on a 
downward trajectory — from Rs 2,981 crore and 
Rs 2,527 crore in the first two quarters of FYOO 
to Rs 790 crore and Rs 56 crore in the third and 
fourth quarters, respectively. The company, 
though, has managed to raise and restructure 
some debt. It had raised over Rs 3,000 crore 
from a consortium of banks. It is also attempting 
to raise Rs 1,000 crore from the sale of around 
50 acres of prime plots in Mumbai, Bangalore, 
Lucknow and Gurgaon. 

In the realty market, the relationship between 
DLF and DAL (DLF Assets Limited), the pri- 
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promoted company 
LF Chairman K.P. 
h, is something of an 
igma: Much of the sales 
yoked by DLF are pur- 
hased by DAL, but little 
s known of how much 



















‘sheet with DAL con- 
tributing 43.5 per cent to 
 DLF' revenues and 35 
per cent to the company's - 
profit before tax for the 
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.. However, analysts say the 
= large receivables from 
- DAL area big concern the 
company and its promot- 
-ers will have to address. 
HDIL, too, faces the problem of mounting 
debt. From Rs 3,100 crore at the end of FY08, 
HDILs debt is now touching Rs 4,300 crore, of 
which about Rs 3,000 crore has been borrowed 
. forthe Mumbai airport rehab project. HDIL got 
_ itself a breather in March this year by rolling 
c vever Rs 2,500 crore of its maturing debt. But it is 
doubtful whether its current cash flows will 


Total 





meet the additional interest burden. 


Delhi-based Parsvnath Developers is a good 
example of the host of over-leveraged realty 
companies that could turn turtle. Raising about 
Rs 1,000 crore from its IPO, Parsvnath locked 
up most of this by successfully bidding for a 123- 
acre housing plot at Chandigarh for Rs 821 crore 
. in June 2006. The project has stalled and Rs 517 


E -erore has been frozen by Parsvnath's JV partner, 
' -the Chandigarh Housing Board. Then, in 2007, 






- it bid fora seven-acre BEST bus depot land in 
Mumbai's Kurla suburb, and announced a Rs 
620-crore commercial and housing project. The 
project is yet to see the light of day. Today, it has 

virtually shut shop in Mumbai and employees 

have not been paid for over eight months. 
Delhi-based Omaxe has over Rs 1,500 crore 
debt on its books. It has rolled over Rs 600 erore 


c "E fora year that was due in September this year, 
... but with sales of just Rs 735 crore for the first 









ine months of the current fiscal, can it meet its 
ban commitments? With housing and commer- 
ial property not selling, Omaxe promoter Ro- 
Goel has announced a business plan to de- 
op. airstrips and jails in Uttar Pradesh! 
Those who expanded exponentially in the 
(006-08 period on the back of high value pur- 
chases will find it difficult to survive” Says 
Shroff. "The best bet for them i is to exit these un- 
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developed or incomplete projects at the earliest.” 

Another form of debt that has not yet found its 
way into analysts’ reports is the money builders 
owe to their contractors. An investment banker 
says, “It could collectively be as large as the 
amount owed to banks and FIs.” 


Regulation Needed 

The real estate sector is amongst the largest rev- 
enue generators, with $72 billion in 2008 com- 
pared to IT/ITES' $64 billion and telecoms $31 
billion. Yet, it is the most unregulated sector as 
far as the consumer is concerned. Funds raised 
for a particular project are diverted to complete 
other projects or square a maturing loan. Deliv- 
ery schedules are seldom met and there is no 
way that errant builders can be penalised. 

" Realty firms are like banks. They hold con- 
sumers' money in trust; but when they violate 
that, there is no remedy,” says an investment 
banker. “In China, when private builders went 
out of control on delivery schedules, the state 
enforced regulation allowing bookings only af- 
ter construction reaches the first-floor stage.” 

Writes Shaleen Garg on the website Gurgaon- 
scoop.com: "I would like to connect with fellow 
owners in 'Raheja Atlantis' who are suffering... 
Possession is delayed for over two years. We have 
paid up to 95 per cent of the price long time 
back. Even ifthe builder agrees to pay us Rs5 5 psf 


per month, the penalty would amount to only 
2.8 per cent interest on the capital deployed" 


— Till the government brings in regulation to pe- 
nalise such defaults, consumers such as Garg 
will continue to suffer. 


gurbir.singh@abp.i in 
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DM CERE E e eai DNUS 
CERE UOTE PESE i 
SERNA RE 
PRR ANE ADVISING REAL ESTATE COMPANIES THAT ARE | 
y — mum — heavily in debt and facing bleak prospects Is 
pe Feo T a tough job. And that is the challenge Jayesh 
acceso aR Desai, a senior partner with Ernst & Young 
and national director for infrastructure, 
T real estate and government, faces. He has 
cmn LOIRE NAM been tracking the real estate sector for 
i | many years now, and his clients include - 
developers who are reeling under heavy 
debts and very low investor confidence. 
The present crisis, he says, has been caused 
by a combination of too much money, not 
the best of practices and too little 
regulation. Excerpts of an interview with 
BW's Anjuli Bhargava: 


nom NR Su ERA 3 TAL 


& How does the present real estate crisi: 
» i - mE 
Gd = compare w ith those in the pa: 


„ The last Mars before this (2007) peak 

= was in 1995. At that time, commercial 
transactions for Mumbai's Nariman Point 
were carried out at prices as high as Rs 45,000 
per sq. ft. Even residential property sales 
(NCPA Towers) were done at around 
Rs 40,000 per sq. ft. That peak was led by 
regulatory distortions — stamp duties, the 
Urban Land Ceiling Act, the Rent Control 
Act... The boost was artificial in many ways. 

That was the time when many companies 
felt Mumbai was unviable (several moved to 
suburbs). And many companies moved into 
Gurgaon from Delhi (Pepsi came in 1994, 
Coke came in 1996). This caused the bubble to 
burst and prices fell by around 40 per cent. 
During 1995-2004, prices stayed in 
negative territory. It was only in 2005 that 
prices started to recover and came close to 
1995 levels. 

The point really is that the trend line for real 
estate returns pretty much mirrors inflation. 
While you will have bubbles of the nature seen 
in 1995 or in 2006-07, over a longer period, 
the returns are not abnormal but are in line 
with other asset classes. 

However, people took into account only the 
2004-06 period (instead of looking at 1995 to 
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ubble. 






l'estate industry attracted $15-20 
On top of this, developers raised 













ome cases, even customer advances were 
diverted towards purchase of land. - 
Balance sheets of most real estate 










as customer advances. 








É are finding it difficult to even meet their 
: current commitments. 








E _ bought in the Bandra-Kurla complex in 
. . Mumbai at Rs L5 lakh per sq. m. 


«In sum, the bubble started with unrealistic 
r | expectations and too much money flowing too 
-.. quickly into a sector, which is just beginning to 
mature. That bubble has well and truly burst 





now following the global financial crisis. 
This is reflected in the new launches by 


developers. You now have several launches of 


new projects by DLF in Delhi, Chennai, 


Bangalore and Hyderabad at prices closer to 

|... those prevalent in 2004 rather than in 2007. 

à ‘Developers can no longer charge unrealistic 
. prices as there are no takers. So, they cannot 












service the huge debts they have taken. 


the equity of the developers or in buying 
^. properties — and they have now lost 
a “Substantial sums of money because ay 














on the basis of land banks instead of 








- 2006, when the returns were only marginally 
higher than inflation) and started to believe 

the sector would give abnormal returns in 

hort term. This marked the beginning of 


ing 2005, as prices started moving up, 


` purposes. There was no check, no separate 
jer $30 billion in debt. So more money _ 

1 was 'sensible flowed into the. sector, and 
ch of that money was used to buy land. In 


companies reflected undeveloped/partially . 
purchased land on the asset side and liabilities 
towards completing projects/purchases ; as well 


Given that all the cash has been used up to 
purchase land, which can only be converted - 
into cash in the longer run, most developers: 


5 With all this money flowing in, land prices 
«went completely out of control. People were 
buying land at outrageous rates — land was 


. Unfortunately, in the interim, a lot of people 
have invested in the real estate market — in 


z In retrospect, it is clear that valuations 


y cash flows created a bubble in the equity 
«ets. Once demand dried up, equity values 
and at their lowest point, most real estate 
panies were valued at about 10 per cent of 
" peak prices. While part of it was due to 
‘sudden drying up of demand, but mostly the 
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market was paying for the excesses of the 
bubble era, particularly the exaggerated 
valuations for land banks. 

Customer advances have been taken — in 
some cases equal to 85-90 per cent of the total 
amount payable, but the money was not - 
necessarily retained/utilised for construction | 





escrow account created to keep that money for 
what it was raised. 
A lot of investors are paying the price. fur 


- believing that prices would go up indefinitely. 
at abnormal rates. Individual investors are 





stuck with investments made with borrowed 1 
money in the expectation of a quick buck — _ 
and none of their investments can be duicidy 
liquidated in the current scenario. 

The one silver lining i is that this will lead to 
improved practices in the real estate sector. 
For instance, today, buyers have little recourse 
when developers delay construction. Most 
agreements provide for very little compensa- 
tion for delayed completion — the maximum I 
have seen so far has been Rs 5 per sq. ft for 
every month of delay, which clearly is not a 
strong enough disincentive. It doesn't even 
begin to compensate the interest paid. This is 
particularly so when large sums are collected 
in advance. 

We have already seen buyers coming 
together and pressurising developers to speed 
up construction and give additional compen- 
sation — be it in Chennai or in Gurgaon. 


Q): How are the compe 


a Just from the balance sheet and from 

= newspaper reports, the at three big 
developers DLF, Unitech and Emaar MGF 
have raised about Rs 20,000 crore of equity, 
and they have roughly Rs 32,000-33,000 
crore of debt (2005-2007). In just 2-3 years, 
these companies had raised Rs 50,000- 
60,000 crore; but today there is not a single 
penny of cash on the balance sheet. 

This combined amount of Rs 50,000- 
55,000 crore are all reflected in land and other 
developmental assets. So the balance sheet is 
asset heavy, and will result in strong returns 
over a 10-15 year period. 

DLF, for example, has a land bank of over 
750 million sq. ft, while Unitech has over 
15,000 acres (653 million sq. ft). These will 
result in strong profits once converted and sold. 

The issue is that the working capital cycle in 
this industry is very long. For instance, DLF in 
fiscal year 2008 developed 62 million sq. ft. At 





| this rate, it would take 12 years to develop its 
entire land bank. It needs to be recognised 
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FLAT ON ITS FACE: 
Developers cannot 
charge unrealistic prices 
as there are no takers 





that land banks cannot be financed through 
short-term debt or by investors expecting to 
make a quick buck. 


„ Which banks have the highest 
Q = exposures? 

„a HDFC and HDFC Bank have a 

= reasonably high exposure — to all of 
them. The highest private equity exposure is 
DE Shaw — one of the world’s largest hedge 
funds — with an exposure of about $800 
million. Morgan Stanley Real Estate Fund is 
another, which has put in around $800 
million into Alfa G, Oberoi Constructions, 
Mantri Developers among others. 

About $1.2 billion was put into DLF Assets 
($400 million from DE Shaw and $800 
million from Symphony Capital). 

People have taken very, very large bets, and 
really crazy bets. And if you ask these 
companies how much cash they have today, 
the answer is zero. 


* What will happen now? 


„ There will have to be dramatic debt 

s restructuring — short-term loans will be 
converted into long-term ones. I think Indian 
banks will take the call. Till last September, 
bankers were not even permitted to 
restructure loans to real estate without 
treating them as non-performing. Now the 
Reserve Bank has allowed restructuring. 

It's like this: the companies have debts and 
in some cases are yet to fully pay for land 
bought, which in their books they are claiming 
as assets. But in general, it will be impossible 
to repay the debts through actual projects. In 


Has) wae interview 


the next 3-5 years, you cannot see the kind of 
cash flows to repay these kinds of debts. It’s a 
real problem. Effectively, you have to 

restructure the debts on their balance sheets. 

I think you will see a combination of three 
things happening. For one, you will see all 
developers looking to unlock value of their 
non-core assets. So you have seen DLF 
announcing plans to unlock approximately 
Rs 5,500 crore out of its non-core assets and 
Unitech putting on sale its hotel as well as 
other assets. 

Simultaneously, all the developers are 
looking to raise equity. So you have seen 
Unitech raising $325 million through a QIP 
(qualified institutional placement). You will 
see a lot of the developers looking to raise 
money in various SPVs with readily 
developable assets. 

However, these two will help raise money to 
pay only 30-40 per cent of the debt due. 
Even with a recovery in the real estate market, 
the debt cannot be paid off when it becomes 
due. Therefore, you will see debt restructur- 
ing happening. 

Hopefully, a combination of these three 
factors will help developers ride out the 
current crisis and live to fight another day. 


: Why should the Indian banks agree? 


A There is no alternative. If they (the 

= developers) don't pay and you (the 
banks) don't restructure, all you can do is take 
over their assets. What will banks do with land 
or apartments? They can hardly manage the 
assets on their own. 

There is not going to be that much distress 
in the real estate market despite all this. The 
Indian banks will be persuaded to lend them 
money, restructure debts, and take the hits. 

History is on the side of the developers. 

We have examples in the steel and textile 
industry in the late 1990s, and the early part 
of this decade, where the banks restruc-tured 
loans and effectively helped turn around 
these companies. 


„a 90 will it be the banks/lenders who will 
Q a eventually lose out? 
A One would hope that there would be no 
= losses at the end of the day. And all that 
is really necessary is restructuring in tenures 
and maturities of loans. However, some pain is 
inevitable, particularly when it comes to 
developers who have built land banks in the 
past 2-3 years, and have paid excessive prices 
for it. And historically, it has been the lenders 
who have borne the brunt of it. 
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by Anjuli Bhargava 


RICS's arrival in India may solve 
some problems for the sector 


NO REGULATIONS: 
Property rates 

at Mumbai’s Bandra- 
Kurla Complex are 
among highest in the 
world, but there is no 
regulatory body to 
monitor the valuations 





5 Tis not possible to turn the clock back but 
‘ce ifthe Royal Institute of Chartered Survey- 
PM ors (RICS) had arrived in India just a trifle 
| __ earlier, a lot of the distress the real estate 
1. sector is causing could have been avoided. 
An autonomous, self-regulatory body that 
sets the standards and best practices in the real 
estate sector in many countries, RICS is set to 
change the way the sector functions in India, 
provided the government plays ball. A large 
part ofthe crisis the sector is seeing today is due 
to too little regulation, bizarre and unrealistic 
valuations and many unethical practices fol- 
lowed by developers. This was coupled with a 
huge amount of money flowing into the sector 
and projects being announced left, right and 
centre — many by builders oflittle repute. 
"Little track was kept on how companies were 
being valued (when they were announcing 
IPOs), how land was being valued, whether the 
developer used the funds raised for what it said 
it would, whether the developer actually owned 
the land he claimed he did, and even on where 
customer advances collected were being de- 
ployed,” says Sachin Sandhir, managing direc- 


real estate - 


- betting Standards 


SUBHABRATA DAS 





tor and country head of RICS in India, which 
launched operations in December 2008. As a 
result, more than one developer has delivered 
projects much later than promised and some 
have actually failed to deliver altogether. This 
has led to huge losses for both investors in real 
estate stocks and customers who have bought 
apartments or land in projects. *Everyone 
wanted to be a Rs 1,00,000-crore company or a 
Rs 50,000-crore company,’ says Sandhir. “But 
investors were unaware that more often than 
not these claims were not backed by assets.” 

Sandhir says the present crisis has made the 
finance ministry, the National Housing Bank 
and the Ministry of Corporate Affairs sit up and 
take notice of how things need to change if the 
real estate market is to be revived. “In a way, the 
timing for us to begin work in India is apt,” he 
says. The pain of the crisis will force the govern- 
ment to enforce certain standards and regula- 
tory measures in the industry, he believes. 

But what will make real estate companies 
agree to self regulation? Perhaps a diktat from 
the government and lenders will make the real 
estate companies fall in line. “If I am a devel- 
oper and I need money and the bank won't lend 
to me unless I meet certain standards, well, that 
will make me change,” Sandhir says. 

In fact, experts say the real estate crisis and its 
full ramifications are yet to sink in since the 
banks have restructured many of the debts of the 
companies till end-June. “The government is 
aware of the fact that millions of investors stand 
to lose money. But the critical issue is to revive 
the sector. Thirty-three million people are em- 
ployed in the industry and affordable housing is 
key,” says a senior finance ministry official. 

RICS, which has 300 members in India, feels 
that ifthe government adopts its standards and 
practices or makes it the national regulator, it 
can bring about a lot of uniformity in the real es- 
tate sector. “We have been in the business for 140 
years and operate in 146 countries. We know 
how to set things right,” says Sandhir. 

But setting things right in an industry that 
has suffered from very loose morals and has 
been focused on making quick bucks — by hook 
or by crook — may be easier said than done. 
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Itis a 
season of 
high-profile 
changes at 
many banks 
in India 


HEAD-TURNERS: 
BankAm-Merrill 
Lynch's Kevan Watts 
(left) and Axis Bank's 
Shikha Sharma 





Musical 
Chairs 


by Raghu Mohan 


IT WAS ICICI BANK'S WORST KEPT SECRET — THAT A 
few high-profile corner room resumes would 
begin circulating the moment one name 
emerged to fill K.V. Kamath’s big shoes. And it 
was something that India's largest private bank 
had always pooh-poohed, claiming it is a big 
family. Well, sibling rivalry did exist after all. 

So it came as no surprise when Shikha 
Sharma, head of ICICI Prudential, moved to 
Axis Bank as its head honcho, the boardroom 
drama there notwithstanding; Renuka Ram- 
nath, the head of ICICI Venture, was the next to 
call it quits. Chanda Kochhar, ICICI Bank's new 
managing director and CEO, was rather matter 
of fact about it; she told BW a few days before 
the formal announcements that “continuity and 
change are the yin and yang of life. The talent 
pool is enormous, and we can take these 
changes in our stride”. 


ICICI Bank has consciously gone about creat- 
ing bench strength. Its former key helmsman, 
Kamath, unlike most of his peers who love to 
hog the limelight, created brand names within 
the bank. So, when it came to the question of 


$ Eu curd 





“after Kamath, who?" there were a lot of whos. 

Soon after the news of Sharma’s and Ram- 
nath’s exits broke, ICICI Bank quickly named a - 
new stalwart, Vishaka Mulye, head of ICICI 
Lombard, to replace Ramnath. And three others 
— V. Vaidyanathan (as head of ICICI Pruden- 
tial), Sandeep Bakshi (as executive director of 
ICICI Bank) and Bhargav Dasgupta (as head of 
ICICI Lombard) — will print new visiting cards. 

Yet, what has been lost in the entire din is 
that a clutch of other banks, too, has seen lead- 
ership changes, or is likely to. And the way the 
smarter ones have gone about it to align with 
new realities is an eye-opener. 

At Citibank, Mark Robinson, a 25-year 
in-house veteran took over from Sanjay Nayar, 
who left to head global buyout fund Kohlberg 
Kravis Roberts & Co after close to a decade at its 
helm. Robinson sure is as good as they come, 
but he had to fight it out. 

*For a CEO position, we would ideally like to 
have 10-15 internal candidates at first cut, 
which is then trimmed to about seven. And then 
we make our pick,” says Ian Gore, head, human 
resources at Citi (India). And Robinson had 
more runs on the board than Sachin Tendulkar 
when it comes to adapting to different cultures." 
The new man at Citi (India) is from New 
Zealand, who got his management degree in the 
US and his first posting in Pakistan. Since then, 
he has hopped all over — from Hungary to 
Turkey and Russia, and some more. 

Within HSBC's imposing heritage structure 
at Mumbai’s Hutatma Chowk, Stuart Davis has 
replaced Naina Lal Kidwai as country head; 
Kidwai has taken over the chairmanship of 
HSBC Group companies in India. The trigger? 
*Our enlarged businesses have necessitated the 
creation of this new position for our Indian 
operations, says Sandy Flockhart, CEO of ` 
HSBC Asia. The point that Flockhart drives 
home is that until a few years ago, HSBC in In- 
dia was mainly about the bank — and a rather 
small one that did not contribute much to its 
global kitty. All that has changed — within 
Group HSBC resides a bank, a mutual fund, a 
three-way joint venture in life insurance with 
Canara Bank and Oriental Bank of Commerce 
(June 2008), IL&FS Investsmart (September 
2008) and global support services. 

And then you have BankAm-Merrill Lynch, 
(BankAm-ML) with Kevan Watts now at the 
helm; BankAm’s current boss Vishwavir Ahuja . 
will look after wholesale banking. This is an 
integration that will be closely watched — a 
global bank operating after having swallowed 
an investment bank of substantial (if messy) 
size. Itis not merely about regulatory issues, but 
also about work cultures. BankAm-ML may not 
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be as big as Citi or HSBC locally, but is a signifi- 
cant player in a highly competitive niche. 


..And Juggling With It 

Contrast all this with Axis Bank, ING 
Vysya Bank and Development Credit Bank. 
P.J. Nayak, chairman and CEO of Axis Bank, 
quit in a huff after the bank’s board gave the 
green signal to ICICI’s Sharma. It is hard to 
think of another situation where the top dog 
had to fight a united board on such a matter. 
“It's all well to say that Sharma is an outsider. So 
was Nayak when he took over at what was then 
called UTI Bank,” says an observer who did not 
want to be identified. 

But it is better to be in step with the times. 
Take ING Vysya Bank, the only bank in India 
with a sizeable foreign stake at close to 45 per 
cent, and listed at that. It offers an early glimpse 
of what local banks will look like if they are 
taken over by foreign banks. Yet it is not a pretty 


picture — the hunt is on for a head after the exit 


of Vaughn Nigel Richtor. 

One name that did the rounds was that of 
Development Credit Bank's (DCB) Gautam Vir. 
It did not come through — the Reserve Bank of 
India (RBI) has reservations over his pay — it 
was seen as too fat. DCB, meanwhile, has roped 
in Murali Natarajan from Standard Chartered 
Bank, but this too after a long wait. 

"The reality is that few bank managements 
pay any real attention to leadership issues;" says 
a seasoned banker who did not wish to be 
identified. In late 2007, the Hindujas roped in 
Romesh Sobti and his A-team from ABN 
Amro Bank to turn around IndusInd Bank. And 
that after the RBI raised its eyebrows over the 
way the bank was being run. 

At HDFC Bank, the issue of a successor to 
Aditya Puri has not cropped up yet; it is early 
days still. It will, however, come up at parent 
company HDFC, when Deepak Parekh steps 
down as chairman at the end of this calendar 
year. In the case of state-run banks, tenures are 
short, and lobbying plays a huge role to get to 
the coveted post. 


More Than Just HR 

Kamath took pains to build up a line-up oflead- 
ers. Why can't others take a leaf out of his book? 
Or for that matter, from global banks such as 
Citi or HSBC? *The real test for Indian banks is 
that they now have to deal with global chal- 
lenges,” points out Gore. He says that in the case 
of Citi, there is hardly any issue that is “new” to 
the bank, and highlights its decision to move a 
few Latin American hands to Asia during the 
financial flu in the late 1990s. "Then, we also 
have the advantage of moving folks across 


products, functions and geographies.” Clearly, if 
you do not go to sleep at your desk at Citi, you 
can go places. 

“Building a leadership pipeline takes effort 
and there is a cost attached to it. There is also 
the build versus buy issue regarding talent,” Says 
Padmaja Alaganandan, business leader, human 
capital, at the New Delhi-based Mercer Con- 
sulting (India). “I personally feel that the ques- 
tion of leadership a couple of levels below the 
CEO requires attention. Again, I do not see this 
as a human resources issue, but one of gover- 
nance. The board of companies must pay more 
attention to this, and I see it happening soon.” 
Corporate India may also not have paid enough 
attention to bench strength and leadership 
issues across levels, as they have been busy with 
business growth and head counts. And there 
were some quick promotions of people who 
were not just ready for the job. 

Another view, that of Namrita Jhangiani, 
partner and head of financial services practice 
at Egon Zehnder International, is blunt and 
may be strikingly close to the truth. “Several 
CEOs in India while not being promoters take 
‘ownership’ of the companies they run,” she 
says. “They do most of the strategic thinking, 
and people below are not co-drivers in creating 
the vision. It is also human nature not to have 
somebody as good as you around. To develop a 
leadership pipeline, you need to forsake short- 
term profit for long-term gain, when you move 
an expert from a particular function into an- 
other function for professional development.” 

Cut down the banyan tree — only bonsais 
thrive in its shade. 
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IN-HOUSE TALENTS: 
Citibank’s Mark 
Robinson (left) and 
HSBC's Stuart Davis 


Who's In, 
Who's Out 


ICICI BANK 
IN: Chanda Kochhar 
OUT: K.V. Kamath 


AXIS BANK 
IN: Shikha Sharma 
OUT: PJ. Nayak 


CITIBANK 
IN: Mark Robinson 
OUT: Sanjay Nayar 


HSBC 
IN: Stuart Davis 
OUT: Naina Lal Kidwai 


BANK OF AMERICA 
IN: Kevan Watts 
OUT: Vishwavir Ahuja 


ING VYSYA BANK 
IN: Search is on 
OUT: Vaughn Nigel Richtor 


DEVELOPMENT CREDIT BANK 
IN: Murali Natarajan 
OUT: Gautam Vir 








hem aT el Shipping 


AT FOUR MINUTES PAST MIDNIGHT ON 24 MARCH 


e 
1989, oil tanker Exxon Valdez ran aground in 
a l ! } 24 í Alaska after it moved out of the shipping lanes . 


to avoid icebergs. The impact punctured its hull 


» — a ship's outer shell that remains partially sub- 

tf merged in the sea — disgorging approximately 

S ill E e Ct 10.9 million gallons ofits 53 million gallon crude 
oil cargo into the sea. The spill, widely acknowl- 


edged as the worst in terms of environmental 
impact (though 34th in terms of quantity of oil 
by Muthukumar K. spilled), affected over 1,100 miles of coastline in 
Alaska, hurt several endangered species in the 
region's fragile ecosystem, impacted the liveli- 
hood of hundreds of people inhabiting the coast- 
line, required cleanup efforts involving thou- 
sands of volunteers over three years, and 
eventually had ExxonMobil shelling out hun- 
dreds of millions of dollars in compensation. 
Twenty years later, almost to the day, a similar 
accident, but a different outcome. On 6 March 
2009, Norwegian tanker SKS Satilla was hit by 
a lost rig — blown away 


Indian by a hurricane in Sep- 


tember 2008 — near 


firms are Texas, US, puncturing its 


hull. As the ship began to 


struggling sink from the weight of 


the sea water rushing in, 


to replace the captain dropped an- 


chor and offloaded the 


SI ngl i hull cargo of 130,000 tonnes 


: (40 million gallons) of 
ships crude oil into other 
ships, avoiding a Valdez- 
like disaster. Despite his gallant efforts, though, 
the hero that day was not the captain. It was, in 
fact, the ship. SKS Satilla was a double-hull 
ship, which means it had two outer shells in- 
stead of one, with ballast water in between. The 
impact of the hit punctured SKS Satilla's outer 
hull and damaged it severely, but the inner hull 
was untouched, allowing the oil to remain on 
the ship. The Valdez, on the other hand, had 
only one hull, which once punctured left no 
place for the oil to go but into the sea. 

Like Satilla, 79 per cent of all oil tankers criss- 
crossing the globe are now of double-hull de- 
sign. In fact, since 1994 all tankers were built as 
double-hulled ships. After the Valdez spill 
prompted the US government to pass the Oil 
Pollution Act of 1990, and more such accidents 
forced Europe to pass similar legislation, the 
International Maritime Organization (IMO),. 
HS the shipping division of the United Nations, ini- 
WHERE: The Exxgan tially set 5 April 2005 as the deadline for all sin- 
Valdez. oikapitin gods gle-hull tankers to be phased out, extending it 
has eventually led to ot 
phasing out of single- later to 31 March 2010. Additionally, IMO also 
hull ships globally required all tankers more than 25 years old to 
be phased out. More than 150 countries, includ- 
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ia, are signatories to this order. 
with less than 11 months to go for the 
e, Indian shipping companies are scur- 
to phase out all their single-hull ships. But 
ough going. Between them, companies 
as Shipping Corporation of India (SCI), 
t Eastern (GE) Shipping and Mercator 



















»nd hull to these ships, or dispose them of 
id buy new double-hull ships. Both options 


today's economic environment. 


Two Is Better Than One 


The first question that begs to be asked is: why | 


|... didn't Indian companies take action earlier, 
— = given that this has been in the offing for a while? 
“In boom time, most shipping companies 
avoided replacement of fleet for want of time 
(most shipyards were booked for years in ad- 
` vance) and flogged their existing fleets,” says 








. . eompanies mainly to transport crude oil from 
- — the place of extraction to a refinery, and also 
«take the refined product to the place of con- 
. sumption. With many refineries situated in 
||. Asia, crude oil finds its way to places such as 
-Singapore and India. Domestically, companies 
such as Indian Oil Corporation (IOC), Reliance 
and Essar import crude oil for which ships are 
hired on long-term contracts. 
Adding a second hull to some of Indian com- 
panies’ existing single-hull ships is one option, 
— but it “requires a lot of steel renewal", says 


` at SCL According to V. Ashok, director and CFO 
of Essar Shipping and Logistics, it takes three 
months and $12-14 million to convert a VLCC 
| —« (very large crude carrier) single-hull tanker, the 
largest category of tankers. | 
Of course, it makes no sense converting ships 
that are nearly 25 years old, since they will need 
to be phased out in any case. For example, M.T. 
Premvati and M.T. Sadanand of Mercator Lines 
and GE Shipping Jag Lakshya and Jag Lamha 
are already at the end of the tether (20-23 years 
old). So, the only option is to scrap them and buy 
new double-hull tankers, which, naturally, is 
-Much more expensive. A new VLCC today costs 
d $126 million (though the price has come 
om $160 million a few months ago). The 
ypest tanker, a 50,000-tonne deadweight 
andymax (it can carry maximum 50,000 
tonnes of cargo safely), comes for $42 million. 
- Of course, if a company scraps an older ship, 
it gets paid for that, too, from the shipbreaking 






















esc own 27 single-hull ships (18, 7 and 2, re- 
yectively). The companies could either add a 


are expensive, and money is hard to come ne by in. 


- Nikhil Gupta, joint secretary of Ship Recycling . 
_. Industries Association of India (SRIA). Indian - 
tankers are used across the globe by energy 


KS. Nair, director of bulk carriers and tankers. 


S0 FAR SO GOOD 


| Shipping companies recorded healthy operating profit margin in fisc 
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As per x rules, Indian firms face the challenge of 


| 
| phasing out several ships by April next year 

m Company No.of  Single-hul ^ Average | 
i uu TUUS ships" age (ys) 
Shipping Carp. DEM 44 018 o 16.8 
Great Eastern Shipping -- 9.2! 


| Varun Shipping - 


| Mercator Lines — 
| Essar Shipping. 


* Carrying oil, LPG of chentcal products; **To be phased out by 31 March 


2010, as per IMO rules Source: companies/reports 
companies. Typically from a VLCC, 30,000 to 
40,000 tonnes of steel can be recovered, which 
can fetch — at $250 per tonne — around $7.5- 
$10 million. SRIAs Gupta here points out that 
the scrapping is most likely to be done in 
Bangladesh, since India's Supreme Court, in a 
September 2007 ruling, banned tankers that 
were not gas free (ships that do not have 'Gas 
free for Hot Work' certificates) to be broken up 
in the country. “Bangladesh doesn't have such 
rules,” says Gupta. "This could make a differ- 
ence of $25 per tonne.” 


The Financing Enot 

Apart from having to replace single-hull ships, 
Indian shipping companies have also firmed up 
plans to expand their fleets over the next two- 
three years. SCI has plans for 29 new ships (this 
includes replacements for its 18 single-hull 
ships) at Rs 6,500 crore; and GE Shipping, 10 
ships for Rs 3,000 crore. Essar Shipping and 
Varun Shipping do not have plans to buy new 
ships at present. In terms of immediate buys, 
SCI plans to buy one VLCC and two MR prod- 
uct tankers, which would cost approximately 
$240 million (Rs 1,200 crore), and GE Ship- 
ping plans to buy two LR1 product tankers ($60 
million each) and two Suezmax tankers ($76 
million each), at a total spend of Rs 1,360 crore. 
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What might 
work partially in 
their favour are 
their cash levels, 
a part of which 
could be used to fund expansion plans — as on 
31 March 2008, SCI had Rs 2,091 crore of cash, 
followed by GE Shipping (Rs 1,236 crore), Mer- 
cator Lines (Rs 853 crore), Essar Shipping (Rs 
308 crore) and Varun Shipping (Rs 70 crore). 
At least for SCI, next year's buys appear under 
control, though GE Shipping’s situation looks a 
bit tight. For future buys, however, they will 
need to leverage their net worths — Rs 5,632 
crore for SCI and Rs 4,309 crore for GE Ship- 
ping — to take on more debt, which theoreti- 
cally they can because their debt-equity ratios 
are pretty low (see ‘So Far So Good’ on page 47). 
Looks good, but there is a catch: credit lines 
have completely dried up. *Indian banks were 
unwilling to lend even in the past and now even 
foreign banks prefer to wait and watch,” Says 
SCI’s Nair. Foreign banks on an average charge 
11 per cent per annum interest for dollar loans 
and 14 per cent per annum for rupee loans. But 
with the recession on in full swing, even these 
rates are just on paper, and the banks have closed 
their fists. The desperate shipping companies 
are now asking the government for soft loans. 





Companies that go ahead with their plans 
then have the challenge of earning sufficient 


revenues to service the loans. Take Varun Ship- - 


ping, which is done with major expansions, but 
has ended up with the highest debt-equity ratio 
in the industry of 2.4. “Our biggest challenge is 
to deploy our newly acquired anchor handling 
tugs and towing supply vessels,” says Yud- 
hishthir D. Khatau, vice-chairman and manag- 
ing director of Varun Shipping. | 

That is because business is down. The Baltic 
Clean Tanker Freight Index, which tracks the 
transport of oil products such as petrol and 
diesel, is down 56 per cent in the past one year. 
One year time charter rate of a VLCC with 
310,000-tonne capacity has come down 
almost 35 per cent from $73,413 a day in 
2008 to $54,727 today. Hiring rates of VLCCs 
have taken a steeper correction than relatively 
smaller sized tankers such as Suezmax, 
Panamax or Handymax. "At current hiring 
rates, we are just about 
recovering costs, says 
Essars Ashok. Conse- 
quently margins, which 
were very high in FYOS, are 
beginning to come under 
tremendous pressure. 

Margins of shipping 
companies also typically go 
up once the ships are fully 
written down (depreciation 
costs become negligible). 
(See 'Sailing Into The Sun- 
set' on page 49.) Once new 
ships come in and older ones are phased out, 
that advantage will be lost. Besides, companies 
such as GE Shipping (which also trades in 
ships) and Essar Shipping (which made money 
by selling ships in boom times) have to look for 
alternative ways to boost their earnin gs. 

The immediate problem, though, is that of 
the phasing out of single-hull tankers, a prob- 
lem that SCI and GE Shipping are most seized 
with. Under current credit conditions, they ap- 
pear to be in no position to replace their entire 
single-hull fleets of 18 and seven ships, respec- 
tively, by March 2010. Sources in the two 
companies say, on condition of anonymity, that 
they plan to approach the government for per- 
mission to continue to ply single-hull ships in 
local waters post the deadline. Clearly, though, 
that would be in contravention of IMO's rules. 
The companies need to do better than that, else 
they will have to face stormy seas once the dead- 
line is past. 


SATHEESH NAIR 


With inputs from Sreevalsan Menon 
muthukumar.kailasan@abp.in 
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The Great 
Correlation 


by harold james 


WHENEVER TODAY'S ECONOMIC CRISIS IS DIS- 
cussed, analogies to the Great Depression 
are never far away. In its latest “World 
Economic Outlook’, the IMF examines the 
analogy explicitly. History, rather than eco- 
nomic theory, seems to offer a guide to inter- 
preting wildly surprising and inherently 
unpredictable events. 

Almost every current use of the depression 
analogy takes the year 1929 as a reference 
point. But two completely different patholo- 
gies were manifest in the Great Depression. 

The first pathology was the stockmarket 
crash of October 1929 in the US. No other 





Almost every 


Then And Now 





which destroyed banks’ balance sheets. In- 
trinsic vulnerability made for heightened ex- 
posure to political shocks, and disputes 
about a Central European customs union 
and about war reparations was enough to 
topple a house of cards. 

But repairing the damage was tough. 
Unlike 1929, there were (and are) no obvious 
macroeconomic answers to financial distress. 

Macroeconomists, including Larry Sum- 
mers, the current chief economic thinker of 
the Obama administration, have tried to 
play down the role of financial-sector insta- 
bility in causing depressions. The answers, if 
they exist, lie in the slow and painful clean- 
ing up of balance sheets; and in microeco- 
nomic restructuring, which requires many 
businesses and individuals to change their 
outlook and behaviour. The improvement of 
regulation and supervision is better suited to 
avoiding future crises than to dealing with 
the consequences of a catastrophe that has 
already occurred. 

The collapse of Lehman Brothers in Sep- 


country had a stockmarket panic of similar contem- tember 2008 was a 1931-like event. Austrian 
magnitude, because no other country had ex- and German bank collapses would not have 
perienced the euphoric run-up of stock porary use of driven the entire world from recession into 
prices that sucked large numbers of Ameri- depression depression if those countries had simply 


cans into financial speculation. 

The second pathology was decisive in turn- 
ing a bad recession into the Great Depres- 
sion. A series of bank panics emanated from 
central Europe in 1931 and spread financial 


analogy 
takes the 
year 1929 as 


been isolated or self-contained economies. 
But they had built their economies on bor- 
rowed money — chiefly from America — in 
the second half of the 1920s. 

That dependence is analogous to the way 


contagion to Great Britain, then to the US a reference in which money from emerging economies, 
and France, and finally around the world. F mostly in Asia, flowed into the US in the 
The 1929 panic has dominated all analysis point 2000s, when an apparent economic miracle 


of the depression for two rather peculiar rea- 
sons. First, no one has ever been able to ex- 
plain satisfactorily the October 1929 market collapse, with 
market participants reacting to a specific news event. So the 
crash presents an intellectual puzzle, and economists can 
build their reputations on trying to find innovative accounts. 

Some people conclude that markets are simply irrational. 
Others strain to produce complicated models, by which 
investors might have been able to foresee the Depression. 

The second reason that 1929 has been popular with aca- 
demic and political commentators is that it provides a clear 
motive for taking particular policy measures. Keynesians 
have been able to demonstrate that fiscal stimulus can sta- 
bilise market expectations. Monetarists tell the story of how 
stable monetary growth avoids radical perturbations. 

While the 1929 crash had two very plausible solutions, the 
European banking disaster of 1931 was exactly the other way 
round. The collapses were the result of financial weakness in 
countries where bad policies produced hyper-inflation, 


was based on China’s willingness to lend. 

The bank collapses in 1931, and in Septem- 
ber 2008, have shaken the confidence of the international 
creditor: then the US, now China. 

Both lessons — about the slowness and painfulness of 
bank reconstruction, and about dependence on a large ex- 
ternal provider of capital — are unpalatable. For a long time, 
it was much easier to repeat the soothing mantra that the 
world community had collectively learnt how to avoid a 
1929-style collapse, and that the world's central banks 
clearly showed this in 1987 or 2001. 

Governments undoubtedly merit praise for stabilising ex- 
pectations. But it is misleading when officials tout simple, if 
not simplistic, policy proposals as the basis for hoping that 
we can avoid a long period of difficult economic adjustment. 

Harold James is Professor of History and International 
Affairs at Princeton University. 
Copyright: Project Syndicate, 2009 
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Limiting The 
Downside 


Exchange- 
traded 
funds are 
slowly 
gaining 
popularity 


MATTER OF CHOICE: 
Stock exchanges 

such as LSE have 
been proactive in 
promoting ETFs, while 
the Indian experience 
has been limited 





by Rajesh Gajra 


AT A TIME WHEN INVESTORS OF ALL KINDS AND 
hues in India are re-examining ‘high-returns, 
high-risk’ investment options, one particular 
investment instrument could stand out as 
the preferred choice: exchange-traded funds 
(ETFs). But are ETFs gaining traction among 
investors in the country as much as they have 
already done for about the past seven years in 
western markets? 

The first ETF was launched in the US in 1993. 
When the dotcom bubble burst at the begin- 
ning of the current century, investors sought 
refuge in diversification. They did not have to 
look too far. ETFs, a new type of investment 
instrument launched in the US, Canada and 
other western securities markets, had already 
made some inroads into the portfolio choices of 
investors in those markets. 

The bust of a five-year long bull run in equity 
markets late last year sent domestic investors 
seeking the comfort of diversification, and 
which can be achieved with the lowest transac- 
tion costs and least procedural hassles. “In the 
light of the Satyam Computers episode, we have 
seen a rising trend of enquiries being made by 
stock-picking investors — from their stock bro- 
kers or financial advisors — on the options to 
invest in index-based investment products such 


PHOTOGRAPHS: BLOOMBERG 


IET TH Stockmarkets 


as an index fund or an index-based ETF,” says 
Sanjiv Shah, executive director at Benchmark 


Mutual Fund (Benchmark MF). Benchmark > 


MF is the only mutual fund in the country that 
specialises solely in index-based ETFs, index 
funds and non-index-based ETFs. 

So what are ETFs and how do they trade? 
ETFs are securities that are listed and traded on 
a stock exchange like the shares of a listed com- 
pany. Most of them are based on an index 
(equity, bond or commodity). But in the past 
few years, many have increasingly based them- 
selves on commodities such as gold and crude 
oil, and other underlyings such as currency 
exchange rates and weather indices. 

The procedure is a little more complex than 
straight equity trading. Launching an ETF 
involves launching an initial issue of mutual 
fund shares or units (known as new fund offer, 
or NFO, in Indian market parlance). It does one 
of two things — either accept in bulk sizes 
securities that make up the underlying (on 
which the ETF is based) from high-net worth 
investors or take cash from them and buy the 
securities itself. 

Units or shares allotted to these investors are 
listed on a stock exchange and opened for trad- 
ing in lot size of either one unit or of a quantum 
much smaller than the lot size at the creation 
stage during the NFO. Small investors can then 
buy these units — through their stock brokers 
from existing unit holders. And the price is 
determined between them, but typically based 
on the net asset value (NAV) of the ETF as dis- 
closed by the mutual fund every day. 

The buying investor can liquidate his units by 
selling it back through the trading screen of his 
broker. Or alternatively, if the investor has the 
units in bulk size, he can redeem it directly with 
the mutual fund, and receive either the underly- 
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ing securities or cash (where the fund sells the 
: convert into cash). 

redominantly is on the traded 
ock exchanges. Similar to the fact 
uantity of a company’s shares on 
a periodi is higher than the is- 










n multiple ofi its corpus. 





obal ETF experience? 
stupendous, but it is 










impressive, The 
: ‘ETFs worldwide grew from about 
|. $100 billion i in 2001 to about $800 billion in 
|||. 2008. "The ETF assets are mostly in the US 

(o market, about 60 per cent of it. 
(The driving force behind the growth of ETFs 
- has been that fund management costs are much 
" lower than actively managed mutual fund 
|. schemes, and also lower than passively man- 
aged plain-vanilla index funds (index funds are 
|... not traded on the stock exchanges). “An index 
(s. fund in India typically charges upwards of 1 per 
cent as management fee, whereas buying an in- 
_ dex ETF from a broker will cost only 0.5 per 
v. cent as brokerage and zero-management fee,” 
. says Gaurav Mashruwala, a leading certified 
| financial planner in the country who proac- 
. . tively encourages his clients to invest in equity 
-index ETF and Gold ETF. Other factors such as 
convenience, transparency and liquidity have 

also contributed to ETFs' popularity. 

Stock exchanges are also being proactive in 
promoting ETFs. Take the London Stock Ex- 
change (LSE) for instance: in April this year, it 

owas recognised as the leading exchange in 
. v.e terms ofthe number of trades in ETFs at the 5th 
". Annual Global ETF Awards, which was organ- 
m d ised by Exchangetradedfunds.com. 
-A look at the list of top-traded ETFs on the 
(s LSE (see ‘Exchange Value’) reveals an interest- 
~ ing mix of ETFs. These come from the increas- 
ing preference of investors worldwide to bring 
about diversification in their global invest- 
ments using ETFs with different asset classes as 
their underlying. 
: The Indian experience with ETFs is a little 
limited. Benchmark MF launched the first ETF 














in 2002. It was based on the 50-stock S&PCNX 













y index. To this date, this Benchmark Nifty 
ontinues to be the most actively traded 
ie National Stock Exchange (NSE). 
ty ETF and another ETF on liquid debt 
ents are consistently in the top. 100- 
daily traded stocks list on the NSE,” says 
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Statistics from ie London Stock "Toor show the rapidly 
growing significance of exchange-traded funds (ETFs) | 
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crore. This rose to five ETFs and AUM of 
Rs 3,725 crore at the end of March 2007. There 
has, however, been a drop in the aggregate 
AUM to Rs 906 crore across seven ETFs at the 
end of March 2009. The aggregate traded value 
in these ETFs rose from Rs 333 crore during 
2005-06 to Rs 3,892 crore during 2008-09. 

For investors, the difference between traded 
ETF prices. to their NAVs constitute the 
premium or discount. And lower this differ- 
ence, the more efficient the market. "In some 
ETFs traded here, fortunatelv, these spreads 
are extremely narrow as they should be.” 
says Mashruwala. 

Apart from the specialised Benchmark MF, 
other fund houses that have ETF products are 
few in number — UTI MF, Quantum MF, 
Kotak MF and SBI MF. The Indian ETF market 
experience has not coincided with the global 
experience, but a maturing investor base might 


very well help the growth curve shoot up in the 
: néxt few ERES 





m gajra@abp.in 
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Patently 


Important 


Tata Motors 
must act fast 
to patent 
Nano's 
processes 
in the West 


CREATIVE EDGE: 

The Nano's 624-cc, 
two-cylinder, 35-hp, 
aluminium engine and 
M&M's bonnet design 
with integrated air duct 
are examples of 
engineering innovations 


by Vishal Krishna 


WHEN THE TATA NANO WAS UNVEILED, MEMBERS OF 
the British press cornered Clive Hickman, man- 
aging director of Tata Motors' European Techni- 
cal Centre, and asked if the car was conceived in 
the UK. Much to their disappointment, Hick- 
man said the Nano was the baby of Tata Motors' 
global team. To protect this feat, which many 
rank as one of India's most important post- 
Independence milestones, Tata Motors has filed 
37 patents in India, and will be doing so soon in 
Europe and the US. But time is of essence in this 
crucial task. 
"Companies such as 
Volkswagen and Toy- 
ota are all readying a 
small car? says 
Ananth Krishnan, 
manager, KPMG Ad- 
visory Services, Chen- 
nai. “They will be fo- 
cusing on patenting 
their technology glob- 
ally. Tata Motors, by 
virtue of being the first 
mover in launching 
the world’s cheapest 
small car, could keep 
competition far be- 
hind if it moves 


s 
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TRIBHUWAN SHARMA 


NEUEN i automobiles 


quickly to patent the car’s 
processes in countries where 
the Nano is going to be^ 
launched." Analysts say if the 

Nanos patents are not filed in 

western markets, patent- 

related lawsuits could become 

expensive and time-consuming, a 

problem already faced by the 
pharma industry. 

“The innovation that went into its processes 
and technology is what shaped the Nano,” says 
the Warwick, England-based Hickman. This is 
exactly what makes Tata Motors unique, and 
why it must move quickly — the Nano will still 
be the cheapest car in 2011. Indeed, when 
pitched against the global heavyweights, get- 
ting its patents protected in various countries 
becomes imperative for Tata Motors’ survival. 

Already on the job, Tata Motors’ officials are 
highly secretive about the patents filed and are 
only willing to talk about the macro factors that 
led to these innovations. “The programme was 
designed with an intention to reduce costs and 
make it the best low-cost car,’ says Girish Wagh, 
head of Nano Projects, Tata Motors, Mumbai. 

Starting with a 17-hp marine engine, over the 
years, design evolution led to the creation of the 
Nanos 624-cc, two-cylinder, 35-hp, aluminium 
engine, at which level several patents have been 
filed. Its two cylinders fire simultaneously; by 
balancing the crankshaft, noise and vibration 
have been reduced to a minimum, which is a dif- 
ficult task in a small engine. Also, it emits CO2 at 
101 gm per km, well below the Euro 
VI norm of 120 gm per km. If, 
by 2011, the Tatas are able 
to reduce the Nano’s 
emissions to below 100 
gm per km, owners 
would be exempt from 


































road tax in countries such as the UK. 
_ Tata Motors’ innovations are varied. “We 
ocesses that increased the space inside 
by reducing the exterior,” says Nagab- 
. Gubbi, head of engineering, passen- 
Tata Motors. Other key processes in- 
on of a single balancer shaft, the 
kind in a two-cylinder engine. Com- 
iis with the minimal number of compo- 
its that go into the car — the Nano has only 
| 300 out of a possible 1,000 electronic functions 
— and the Nano’s price tag becomes easy to 
achieve. Gubbi agrees that it is crucial to patent 
these process innovations before the Nano 
starts selling in Europe in two years’ time. 
— The Nano’s diesel version will be the first two- 
< cylinder CrDi 800 cc engine. “The diesel engine 
is still in the development phase, and will roll 
out soon,” says Wagh. Although Wagh believes 
that most patents are sold or licensed to other 
vehicle manufacturers to generate large rev- 
enues, Tata Motors has no immediate plans to 
cash in on these process innovations. 

























| The Long Road Ahead 
| The Tatas realised their dream of making a low- 
.. costear by having 80 per cent of it built by local 
suppliers. But the patents have been filed at the 
OEM (original equipment manufacturer) level, 
unlike in the West where even a component 
maker would have filed patents on products 
supplied to a large firm. Companies such as GM 
and Toyota have around 6,000 patents each, 
whereas Volkswagen has 728. For these 
automakers, patenting spells the difference be- 
tween huge valuations and going defunct in the 
long run. GM is a case in point here — it is suf- 
fering as it has the least number of patents filed 
in green technology cars. For Tata Motors, 
‘which does not have any patents filed abroad 
and has over 400 patents filed in India, the 37 
- patents filed for a non-fuel-guzzling small car 
like the Nano gives the company an identity 
among international automakers. Also, the 
Tatas can take the Nano’s innovations abroad. 
But this idea will come to fruition only if the en- 
tire realm of Indian automakers come together 
— starting from component suppliers to OEMs. 
This trend already has Indian precedents. 
With global component makers such as Delphi, 
Caparo and Bosch gaining a foothold here, 
- many Indian SMEs, such as the Pune-based, 
Rs 300-crore Autoline Industries, have already 
entered into design and research contracts with 
"foreign OEMs. Autoline works with OEMs such 
as GM and Volkswagen, owns US-based Detroit 
Engineered Products, and has filed over 12 
patents. “OEMs are making cheaper and more 
fuel-efficient cars,” says Gopal Patwardhan, 
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Mahi ndra z an in be: Motors are ihi 


Mahindra & 


other Indian auto c n tiling 


chairman of Autoline. "They need component 
makers to offer the best in design and durability 
(for them).” He says it makes sense for Indian 
firms to patent all innovations because of the 
value they can bring to future business acumen. 

“But patents originating from India have a 
long way to go, and more so in the Indian auto 
industry, says Pankaj Chada, director, Ernst & 
Young, Delhi. Chada says that barring Tata 
Motors and Mahindra & Mahindra (M&M), 
Indian firms have patented processes rather 
than technology, which is not ideal. M&M has 
filed several patents for the Xylo. Its i4 (ingen- 
ious idea incubation and implementation) 
teams log ideas, detail them, run prototypes 
and implement changes. "The above process 
also acts as a means of accumulating, docu- 
menting, short listing and rewarding patents, 
which is a downstream of the actual innovation 
process," says Rajan Wadhera, chief of engi- 
neering and development, automotive sector, 
M&M. The firm agrees patenting is important, 
especially when the product is to be manufac- 
tured abroad. 

Never before the Nano has an Indian car and 
its creation generated so much global interest. 
Finally, the nation's auto industry is beginning to 
understand that only international patents can 
transform local icons into global heroes. 
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... . healthcare organisations and institu- 
tions, caregivers and health insur- 
= ance providers and presents a 
_ multi-faceted personality in India. The 
.... major constituents are: 


. . doctors, nurses, general hospitals 
= and speciality care etc 
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"i ment, preventive medicine — syn- 
-.. enyms of healthcare are growing 
2 more and more familiar with each 
-. passing heartbeat. There has been a 
|. tremendous transition in the industry 


= growth. From a service that was 
| ... Viewed as a primary care service, it 


. services, BPO, telemedicine and 
.. medical tourism. 


The elements 


. . pathology laboratories 
_ mMedical equipment manufacturers 





Special Presentation 


programmes, health manage- 


that is showing a 12 per cent annual 


has opened up opportunities in health 


The sector, seen at an infrastruc- 
ture level, is holistically made up of 


= Medical care givers that include 


m Diagnostic service centres and 


... mOlinical/contract research organisa- 


/.. tions, pharma industry 
= m Third-party support service providers (laundry, catering, 
|. travel etc) 


- All round support 


Lifestyle is, of course, a major contributor to the growth of 


.. this sector, through lifestyle-related diseases and the rise in 


m . income levels creating a demand for a step-up in the quality of 





|... Services in the sector. The customer has also become em- 
E .. phatic in demanding more value and service. These services 
» are also on an upswing, as India has become a favoured med- 
= ical tourism destination for the available facilities, skills and re- 
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Growth in telemedicine pro- 
vides scope for increase in 
demand for diagnostic 
equipment as x-ray, scan- 
ners, ultrasound and others 


_A Picture Of Health 


.. Indian healthcare is definitely getting much more than its five minutes of fame — 
it is a sector that is growing from strength to strength. Interest from private 
. players, investors and government encouragement are making the sector extremely 
.. lucrative 

p | npe programmes, fitness 


search and development venues that 
save time and money. 

An interesting trend is the offering 
of package deals to offer the atten- 
dance of health concerns along with 
vacation fun for the individual. There 
are package deals like Super Reli- 
gare Laboratories' (SRL) Corporate 
Wellness Initiative that is designed to 
bring down the overall healthcare 
costs towards employees. "SRL's 
Corporate Wellness Initiative is de- 
signed to serve the needs of the cor- 
porate to bring down the overall 
healthcare costs towards their em- 
ployees and consequently help im- 
prove productivity and improved 
bottom line, owing to reduced absen- 
teeism etc. Our wellness programme 
comes with customised formats 
aimed to deliver the diverse needs 
ranging from pre-employment checks 
to comprehensive annual health 
checks for senior band of employees. 
We also specialise in creating 
screening formats that take into ac- 
count typical job requirements that 
specific industries may have. SRL 
was the first to recognise the in- 


E 


creasing effect that stress and emotions could have on em- - 


ployee health and towards this, it has included emotional 
well-being services as an integral part of its wellness initiative," 
says Dr Sanjeev Chaudhry, CEO, SRL. 

Growth has been triggered in the past decade by a general 
liberalisation of trade and investment for importing equipment 
and the synergy of IT with the processes. These factors have 
encouraged the entry of private players exploring new oppor- 
tunities within healthcare. 

Market studies and on ground experience indicate that 
the Indian healthcare industry has a matching potential for 
exponential growth as software and pharmaceutical indus- 
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E izontally. While the facilities in place are drawing expansion 





Stop the 
executive waistline 
^ from hurting your 
tries in the country. The figures match the expectancy with b | s 
Indian healthcare accounting for 5.2 per cent of the GDP, CO rp O rate otto m In z . 
making it the third largest growth segment in India. The in- 
dustry is currently valued at $35 billion and is expected to 
be in excess of $75 billion by 2012 and double that in the 
next five years to reach $150 billion by 2017. 
While the growth curve is very encouraging, there's a 
need to add 3.1 million beds by 2018 to the 1.1 million in place 
currently, translating into immediate investments of $82 bil- 


lion and an additional $50 billion annually for the next 20 years 
to meet the growing demand. 
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Opportunity knocks several doors 
Opportunities in the sector are growing vertically and hor- 


plans, associated sectors in insurance, travel and hospitality, 
medical equipment manufacture, education, clinical research, 
pharmaceutical research and innovation are also attracting 
investors from home and abroad. 

_ Health insurance: In India, health insurance has generally 
been a low-priority option. With changing priorities this has 
tremendous potential and is growing at around 50 per cent 
annually. It is estimated that currently only 10 per cent of the 
Indian population has any medical insurance. 


Investments: Touted as a "no-slowdown" segment, in- Boost productivity with SRL Diagnostics’ 
vestments are showing a continuous flow and a steady expertise in holistic employee wellness. 
growth in package size. Financial investors and private eq- 
uity players are hobnobbing with domestic players. Modern lifestyle indulgences, pace of life and stressful work environment 


are triggering employee absenteeism, disability and under par 


Medical tourism: The upcoming high quality healthcare fa- performance, resulting in enormous business losses. 


cilities have put India among the top five destinations for med- 


ical tourism. There is 25 to 30 per cent annual growth SRL Diagnostics, the leading name in pathology diagnostics, with its 
- dedicated Wellness Division employs a holistic approach to corporate 

encouraged by available technical skills, low treatment cost wellness thereby boosting employee health, motivation and productivity. 
. anda chance to combine an interesting tourism experience. 

Medical sean gaya With support from government poli- Keep your organization in the pink of health. 

cies to expand and improve healthcare facilities across the Check out our Wellness Packages. 

county, upgrading and TOU ERE the number of hospitals, * Pre-Employment Screening * Annual Health Checks 

clinics and clinical laboratories medical equipment is expected * Industry-Specific Screening * Predictive Data Analysis 

to see a boom, especially for medical imaging, cardiac care * Wellness Workshops * Emotional Well-Being Services 





and medical laboratory equipment. Growth in telemedicine 
provides scope for increase in demand for diagnostic equip- 
ment as x-ray, scanners, ultrasound and others. 

Medical education and training: With other business op- 
portunities opening up in a range of areas within the sector, 


RELIGARE 
CSRL Diagnostics 





je the serious shortfall of doctors and nurses for primary and Super Religare Laboratories Limited 
secondary care is a matter of immediate concern and there- Simply email at wellnessaàsrl.in or at mayur.sabhani@sri.in or call us 
i i : THE Delhi: Mr. Anurag: +91 9899276455 Mumbai: Ms. Sheela Joy: 
fore a growth spurt is seen in educational facilities. +91-9920612357 Ahmedabad: Ms. Purvi: +91-94286610987 
Quality of service, skill levels and available facilities in In- indore: Ms. Nidhi: *91-9977600880 Pune: Dr. Ashwini: +91-9850045504 
A L o Ba : Ms. Vedavathi: +91-93986093390 Chennai: Dr. Premila: 
dian healthcare are setting very competitive standards at a *91-9380163121 Gurgaon: Dr. Chandana Banerjee: +91-9910856291 
: Ko . Rajorshi Roy: > i 
global level. The range and the potential are out there to ex- ea ee On bei ca 


— 


plore and expand, while maintaining standards and quality. India s Largest Diagnostics Network. Trusted by M 
Arms € Crestra /SRL/159/09 
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Special Presentation 


Columbia Asia — A New World of Healthcare 


Bringing 21st century medicine to the emerging countries of Asia 


Columbia Asia has developed a unique model for hospitals and delivers advanced medical care through facilities located 
in neighbourhoods, rather than the central city. With sophisticated hospitals based in their communities, patients have dramat- 
ically improved access to quality affordable care. Columbia Asia’s facilities in India, Indonesia, Malaysia and Vietnam use pro- 
gressive medical protocols and modern equipment, managed by well-trained and experienced doctors and other health 


professionals. 


Columbia Asia facilities provide trusted affordable care with an emphasis on the most prevalent medical issues of a region, 
from births and children's health to waterborne illnesses, diabetes and other health challenges. Its clean, modern facilities have 
many qualities that set them apart and make them the preferred choice for businesses, workers and their families. 


What, in your opinion, makes your 
hospital one of the leading healthcare 
providers in the country today? 

Though there are many reasons, | would 
specifically stress on three key reasons. 

We believe our hospitals are hospitals 
of the future. This is emphasised by the 
fact that Columbia Asia's hospitals utilise 
modern medical protocols plus latest med- 
ical technologies in order to reduce the 
level of invasiveness in medical treat- 
ments, to reduce lengths of inpatient stay 
and to assure accuracy in patient diagno- 
sis. We use a proprietary electronic med- 
ical records system that ensures seamless 
record keeping, giving doctors the ability to 
call on medical records and make accurate 
diagnosis and suitable progress during 
consultation. 

Columbia Asia delivers effective medical 
healthcare services at an excellent value. 
The word “effective” means services based 
upon modern medical protocols, and/or ev- 
idence based medicine. We are at this point 
highly competitive in our pricing compared 
to other corporate hospitals. 

Columbia Asia hospitals are a preferred 
choice for business and families. Our hos- 
pitals are optimum in size to facilitate ac- 
cessibility. Our internationally benchmarked infrastructure such 
as patient-friendly layout, plasma screens in waiting areas and 
focus on cleanliness specifically aims at patient comfort. 


What are the specialties that your hospital is best 
known for? 

Our community hospitals are multi-specialty that cover al- 
most 85 per cent of medical care needs of the communities 
we operate in. Currently we have three community hospitals in 
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We pride ourselves as 
a community hospital, 
which is optimum in 
size and delivers a 
more tightly defined 
set of products and 
services than tradi- 
tional hospitals 

Dr. Nandakumar 


Chairman & Group 
Medical Director 


Gurgaon, Salt Lake, Kolkata and in Banga- 
lore at Hebbal. 


in North West of Bangalore at Yeshwanth- 
pur that provides advanced and state-of-the- 
art tertiary care. This hospital delivers care, 
some of which is not easily available else- 
where, such as renal, intestine and liver 
transplants, high-risk pregnancy and uro-gy- 
naecology, liver and digestive diseases, to 
name a few. 


Could you mention some recent ini- 
tiatives that help patient’s access better 
healthcare facilities at your hospital? 

To name a few — home healthcare, 
preventive health checks, periodic camps 
to educate the lay public about various dis- 
eases and highly subsidised medical 


healthcare with our advanced IT products, 
in an atmosphere that does not look like a 
hospital! 


What are the challenges that your 
hospital faces in terms of healthcare de- 
livery? 

To ensure we deliver the best both in the 
medical and non-medical areas at an excel- 
lent value. Keeping the costs at optimum level and ensuring 
our new projects open on time. 


Jairam 


Are there any exciting plans on the anvil in the near 
future that our readers should be aware of? 

Readers will see the Columbia Asia signage in several 
metros and tier-two cities in the next year-and-a-half. Our 
plan is to provide a chain of community hospitals in India to 
suit the needs of our target population 


In India, we also have a referral hospital ` 


‘tad 


checks are some of the initiatives. Efficient 7 
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| WWW.COLUMBIAASIA.COM 


The Hospitals of the Future 


From proprietary software to global standards of « are, from world-class technology to 
highly-trained medical personnel, Columbia Asia Hospitals is ushering in a new 
benchmark in India. Columbia Asia has one Referral Hospital in Yeshwanthpur, 
Bangalore, three Multi-Specialty Community Hospitals at Hebbal Bangalore, Palam 
Vihar - Gurgaon and Salt Lake - Kolkata. With two more opening shortly in Mysore and 


Patiala, it aims to become the preferred name for healthcare throughout the nation. 





MBIA ASIA 


21“ Century Healthcare 


Columbia Asla Referral Hospital - Yeshwanthpur, Bangalore: +91-80-3989 8969, Columbia Asia Hospita Hebbal 
Bangalore: +91-80-4179 1000, Columbia Asia Hospital Palam Vihar, Gurgaon: 491-124-3989 8969, Columbia Asi; 
Hospital ~ Salt Lake, Kolkata: 91-33-3989 8969. Opening Shortly: Columbia Asia Hospital - Mysore 491-821-3989 8969 
Columbia Asia Hospital - Patiala: 491-175-3989 8969. 


Special Presentation 


Best Cardiac Hospital in India 


Being a super specialty 
hospital, B.M.Birla Heart 
Research Centre does not 
require any enumeration in 
the vertical of cardiac care. 
What are the significant 
cardiac care facilities 
offered at your hospital ? 
: s Seien d In the last few decades, India 
Aee has emerged as the world 
capital for heart diseases. 
There are more people with heart problems in 
India than anywhere else in the world. In India in the 
past five decades; rates of coronary heart disease 
among urban populations have risen from 4 per 
cent to 11 per cent. Our hospital being a speciality 
cardiac care centre, quest for heart care ends here. 
B. M. Birla Heart Research Centre has specia! 
interest in advanced technique of cardiac surgery, the 
entire spectrum of comprehensive cardiac care services, 
right from neonates to elderly are carried out 
here regularly. The centre has state of the art 
infrastructure with well equipped advanced 
operation theatre, Catherization laboratory, Non- 
Invasive cardiac services, advanced pathology 
laboratory, Nuclear medicine and also one of its kind 
Cardio-Pulmonary Rehabilitation and Life Style 
Guidance program . 





How do you plan to emerge as a best cardiac care 
centre? 

So far B.M.Birla Heart Research Centre has performed 
60,000 thousands catherization procedure and about 
17,000 thousands open heart surgeries with 99% 
success rate which is at per with any where in the 
world. B.M.Birla Heart Research Centre also happens 
to be the first “NABH” Accredited hospital in India and 
has positioned itself amongst the top thirty hospitals 
in Asia. 


B. M. Birla Heart Research Centre has been the 
premier hospital to receive NABH accreditation. 
What are the prestigious achievement of your 
hospital ? 


B. M. Birla Heart Research Centre is the first hospital 
to be awarded both ISO 9001:2000, ISO 14001:2004 
& OSHAS 18001:2007 for highest standards in 
healthcare and for environmental protection 
respectively. B. M. Birla Heart Research Centre is also 
recognized by National Accreditation Board for testing 
and calibration Laboratories (NABL), It has also became 
the 1st CAP (College of American Pathologies) 
accredited laboratory in eastern India. CAP is supposed 
to be the most prestigious, toughest and coveted 
international accreditation in laboratory medicine. 
Our hospital was awarded Rajib Gandhi National 
Quality Award 2007 — commendation certificates. 
B.M.B.H.R.C has also been privileged to receive 
'Express Healthcare Excellence Awards' of Express 
Healthcare in 'Inspirational Workplace' category. We 
have also been awarded this year the renowned 
Jamnalal Bajaj Award for 'Fair Business Practices'. 
The award is conferred on the most deserving 
enterprises with an outstanding record of promoting 
Fair Business Practices. 


What significant difference has been made in 
reaching out in remote places? 

We propose to set up a chain of information cum 
diagnostic centre with telemedicine facilities so that 
people from remote places can also avail consultation 
and diagnostics with B.M.B.H.R.C brand at their 
door steps. 


How affordable is your cardiac treatment ? 

Our hospital caters to all strata of the society with 
plethora of cardiac care treatments. Our rates are at 
par with all top hospitals of the city if not less. We 
provide international quality heart care at affordable 
rates. B.M.B.H.R.C. is benchmarked to quality health 
care. That is why patients from pan India and overseas 
also throng at our centre for the best of treatment. Our 
hospital also happens to be a not for profit hospital 
unlike most hospitals. Our charges are pre estimated 
and we see to it that it does not exceed during 
discharge. B.M.B.H.R.C being ranked No.1 in India 
for providing patient "Value for Money" by an 
independent survey. 
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. Fair Business Practice 


Non-Invasive Diagnostics 
ECG 

TEE Echo 

Stress Echo 

Chest X-Ray 

Treadmill Test 

Holter Monitoring 

Echo Cardiography 
Pulmonary Function Test 
Echo with Colour Doppler 
Paediatric Colour Doppler 


Paediatric Surgery 


Open Heart ASD 

Closed Heart PDA 
Closed Heart PA ASD 
Open Heart Complex 
(TOF, TGA, Large VSD, 
AVSD, TAPVC) 

Closed Heart PA Banding 
Closed Heart Glenn Shunt 
BT Shunt /Coarctition of 


Most Inspirational Workplace 


Environmental Management System 


Facilities We Provide 


Nuclear Medicine Diagnostics 
Muga 

Thallium Scan 

1-131 MIBG Scan 

DMSA Renal Scan 

3 Phase Bone Scan 
Regional Bone Scan 

Radio lodine Therapy 
TC-99M Thyroid Scan 
Whole Body Bone Scan 
Whole Body lodine Scan 
TC-99M DTPA Brain Scan 


Adult Cardiac Surgery 
Vascular Surgery 
Fontan Operation etc 
Beating Heart Surgery 
Arterial Switch Operation 
Valve Replacement Surgery 
Total Arterial Revascularisation 
Coronary Artery Bypass 
Surgery 


Non-Surgical Intervention 
Valvuloplasty 

ICD Implantation 

Biventricular Pacing 

Full EP with RF Ablation 
Pacemaker Implantation 

24hrs. Emergency PTCA 

Coil Embolization of PDA 
Balloon Atrial Septostomy 
Aortic Balloon Valvuloplasty 
Pulmonary Balloon Valvuloplasty 
Coronary & Peripheral Angioplasty 


Invasive Diagnostics 

e Mini EP Study 

e Electro - Physiology 

è Coronary Angiography 

e Peripheral Angiography 
SNRT/ His Bundle Study 





Health & Safety Mgt. System 


ISO 9001 : 2000 
SEES Me 


- 
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> 
€RNATIO™ 


150 900; : 2000 
Cen. No: CUS376 





Quality Management System 


Pathology and Microbiology 
è Blood Bank Facility 


e Hematology, Biochemistry 
Eg.: Hb TC DC ESR, INR, 
Fasting & PP Sugar, Lipid 
Profile etc. 

Serology, Hormone assay 
HIV HCV etc.,T3 T4TSH etc. 


Histopathology, Microbiology 
Eg.: Biopsy, Urine Routine, 
Stool Routine etc. 


Clinics 
Diabetes Clinic 
Pacemaker Clinic 
Hypertension Clinic 
Lifestyle Guidance and 
Cardiopulmonary 
Rehabilitation Clinic 
Follow-up of Patients 


birla Heart Research Centre 


1/1 National Library Avenue, Kolkata 700 027, Ph: (033) 30403040/2456 7777/7890, Fax: (91) 033.2456 7000, www.birlaheart.org, E-mail: bmbhre@birlaheart.org 
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CMRI 


What are the new services 
you have introduced? 


Calcutta Medical Research 
Institute a 400 bedded, 
advanced, multi-specialty 
X hospital, since its inception 
Mr. Rupak “ete is committed to provide 
quality healthcare to all 
section of the society. CMRI always try to introduce 
latest medical facility. Recently we have introduced 
Life Style Management Clinic that takes care of the 
health of the corporate executives. Here an executive 
can avail all kinds of medical tests like blood sugar, 
liver function, urine, electrocardiogram and treadmill 
test under one roof. Launched few months ago, the 
clinic offers complete health check-up facilities for 
executives suffering from diabetes, hypertension 
and other lifestyle related diseases. We also provide 
all diagnostic facilities, conventional and non- 
conventional treatment procedures in the sphere of 
cardiology under one roof. 


Recently you have introduced Sleep Lab. Please 
tell us how does it function? 


Explains Rupak Barua, "Sleep Lab” is a very 
new concept in kolkata. It is for those patients 
who suffer from Sleep Apnea, Insomnia and 
other sleeping disorder. Also there are many 
people who snore at night. Normally people ignore 
this habit but this could lead them to Sleep 
Apnea which can lead to Cardiological or 
Neurological disorder. Sleep Lab will help them to 
detect their problem and eventually cure them 
through various clinical processes. We have 
introduced state-of- the-art Polysomnography 
machine to conduct sleep study. 
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CMRI, the premier health care institution of kolkata is setting ever-new standards, not 
only in medical technology but also in patient care and comfort. Recently we spoke to 
Mr. Rupak Barua, Chief Operating Officer of the hospital. 


Medical field is ever changing and every other 
day new machines, new procedures are invented. 
How does your hospital cope up with that? 


“Our hospital is well-equipped with updated 
equipments like 64 Slice CT Scanner that performs 
the procedure within 10 seconds and helps the 
patient to get an idea about the internal status of 
his heart. It is incidentally the only hospital to perform 
Stress Echocardiogram for executives in the city. 
We are also working on the preventive aspects of 
cardiac disorders that include awareness 
programmes and organizing seminars on 
environmental pollution." We have 1.5 Tesla MRI 
for ultrafast imaging of body. 


India especially Kolkata has become an attractive 
destination for medial tourists. Do you also get 
foreign patients? 


India is seen as a prospective medical tourism 
destination by global corporate houses and cities 
like New Delhi and Mumbai serve as hotbed for 
medical tourism owing to regular flight connections 
with western countries like the United States and 
United Kingdom. Adds Barua, "Kolkata requires 
more number of five-star haunts and the infrastructure 
scene has to be beefed up for the growth of medical 
tourism. The eastern states like Jharkhand, Bihar 
Chhattisgarh and the north-eastern states depend 
on the city for high quality tertiary care medical 
facilities." Our hospital has a sound flow of patients 
from the neighbouring countries of Bangladesh, 
Nepal and Myanmar. “We are planning to spread 
the benefits of our medical services beyond Kolkata" 
informs Rupak Barua, "We are planning to set up 
multi-speciality hospitals at Siliguri, Haldia and 
Jaipur." 
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^ O Calcutta Medical 


Research Institute 


The Most Trusted 
Multi-Speciality Hospital in Eastern India 


At a Glimpse 


e 24 Hours Emergency Medical Service 





= with Critical Care Ambulance 
| * 12 World Class Operation Theatres. 
* 80 Bedded Critical Care Unit. 
* Performed more than 2,40,000 complicated 
surgical procedures. 
* 180 Consultants of International & National repute. 
* Computer Aided Joint Replacement Surgery. 
* Latest generation 64 Slice C T Scanner. 
* Most advanced 1.5 Tesla Ambience MRI. 
* Cost effective laser surgery for prostate & kidney stone. - 
* Fully digital Radiology Dept. With CR and PACS system. 
x * Eye Care at its Best in collaboration with 
L. V. Prasad Eye Institute, Hyderabad. 
* Treated over 54 Lac inpatients. 
* Treated over 10,000 International patients. 
* [reated over 5.5 million outdoor patients. 
* Attractive cost effective treatment packages 
including Health Check-up. | 
* Highly specialised Trauma Care Unit. 





Ls 64 Slice CT Scann 
An ISO 9001 : 2000 Certified Hospital * NABL& CAP Accredited Pathology Laboratory 
7/2, Diamond Harbour Road, Kolkata-700027 € Phone:30903090 € Fax: 91332456 7880 
E-mail : info@cmrihospitals.co.in; Website: www.cmrihospitals.co.in 


Tech Talk 
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POWER PLAY: 
Scientists have 
developed a capacitor 
that could be used even 
in next-generation cars 





BLOOMBERG 


Technology, Science, Innovation... 





Lightning tamed 

One of the most cherished goals in cleantech 
research is to make a device that can store large 
amounts of energy and release it quickly. The 
energy storage device commonly used in elec- 
tronics is the capacitor. Now some scientists 
have developed a capacitor using glass that can 
store such large amounts of energy that they 
could be used even in next-generation cars. 

Scientists at the Pennsylvania State 
University have found that a material called 
barium boroaluminosilicate can hold twice as 
much energy as normal capacitor materials do. 
This material is an industrial glass, which is 
stronger and more durable than the glass we 
see around us. Slivers of this material — one- 
fourth the thickness of human hair — could 
withstand 22,000 volts, after which it releases 
the energy like a stroke of lightning. 

Industrial glass is cheap and easy to make, 
which makes this discovery a real 
breakthrough. Capacitors are normally used in 
flash cameras, engine starters and other devices 
that require quick release of energy. Batteries 
normally do not charge or release energy 
quickly. But this discovery makes capacitors 
attractive to other uses, particularly in next- 
generation electric vehicles. 

A company called EESTOR in Texas has 
been claiming to have developed one of them, 
but it has not been verified yet. 


The way some flu kill 

There are several mysteries surrounding the 
swine flu that is spreading quickly across the 
globe, and the most important of them is why it 
kills only some people. This is true of all types 
of flu, and scientists all over have so far not 


known why. Now there is a hint of an answer: 
the flu virus destroys the immune system of 
some people, making them susceptible to 
secondary infections. 

Scientists at the Children's Hospital of 
Philadelphia looked at the immune system of 
children of three kinds — one, with influenza 
infections; two, with a respiratory virus; and 
three, healthy ones. They found that the 
immune system was paralysed only in children 
infected with the influenza virus. 

This was a good explanation of the 
observation that one-fourth of the children 
who die from an influenza infection do so 
because of a secondary bacterial infection. 
This is also the observation of doctors in the 
recent swine flu cases in Mexico. The new 
insight could help develop treatment strategies 
for flu infections. 


Super hydrophobia 
If you have watched insects effortlessly walking 
on water, you have witnessed what is called 
super hydrophobia. It is a phenomenon 
whereby water droplets just roll off the surface. 
Scientists have been studying this phenomenon 
for seven decades, and now seem to have 
developed an insight. The fallout: self-cleaning 
surfaces and robots that can walk on water. 
Scientists at 
the RIKEN 
institute in 
Japan and the 
University of 
Nebraska- 
Lincoln in the 
US used 
computer 
simulation to 
see how super 
hydrophobia 
happens. 
Organisms 
and some 
flowers achieve super hydrophobia by having a 
wax-like structure on the surface and then 
several microscopic hairs that increase the 
surface area so much that water molecules 
cannot stick. They created pillars — imagine 
hairs on the flower surface — which after 
reaching a certain size and structure becomes 
impervious to water. In such a state, water 
molecules can carry dirt away. Nano robots of 
the future are expected to use this discovery 
and become self-cleaning. 
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GADGETS 


For the road warrior 


ONE NEED NOT BE A STATISTICIAN TO 
appreciate the fact that the aver- 
age time spent by a city-dweller 
travelling by road has gone up 
exponentially in the past few 
years. Growth of suburbs and a 
resultant shift in commercial and 7 
residential complexes to the out- 
skirts of cities, explosion in traf- 
fic and poor quality of roads 
mean one ends up spending at 
least four-five hours on road 
every day. To stay in touch with 
work, office, friends and still 
emerge fresh as a lily out of 
your car at the end of a gru- 
elling journey is a necessity not 
an option. True, you have the 
latest GPS navigation system, 
the most plush leather uphol- 
stery and an uber cool music 
system in your car, but all that 
is so yesterday. Today, a number — 
of other smart and intelligent 
options are available to help you 
not just navigate but emerge a 
winner in the hattle on the road. 
by Shalini S. Sharma 





DRIVING NUTS: 
Research shows there 
has been a 30-fold 
increase in the past 50 
years in annual distance 
travelled by people 
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INTERPRETER OF MAILS 


THOSE WITH CHAUFFEUR-DRIVEN CARS DO NOT 
have a problem. But if you are driving yourself 
then juggling between keeping an eye on the 
road and on the mails that keep streaming in 
on your Blackberry or smartphone can be a 
Herculean task. It can even compromise your 
and your car's safety. Cut that risk out. Go for 
an iLane. Developed by Canadian auto 
electronic company Intelligent Mechatronic 
Systems, this in-car device lets you manage 
your phone with simple voice commands. 
Once synchronised, you do not have to pick up 
your handset to read mails or SMSes. Through 
a speaker system the iLane reads out mails, 
news, stockmarket reports, SMSes and also 
takes dictations for replying to mails. Based on 
the company’s proprietary technologies, which 
combine mechanical engineering, electronic 
controls, detection sensors and computational 
intelligence, devices such as these are aimed at 
making vehicles safer and smarter. In fact, you 
will actually have to exercise some caution 
before speaking to this device. A simple voice 
command "delete" is all it will take to delete a 
mail from your phone. Think before you speak. 


BACK ON TRACK: 
Car seat massagers 
make long drives a 
bearable experience 
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READ OUT LOUD: 
The iLane notifies 
the driver of incoming 
mails on smartphone 


MASSAGE AS THE MEDIUM 


AT THE END OF AN ARDUOUS TWO-HOUR DRIVE IS A 
meeting that will make or break your career. You 
have everything at stake, including your back, which 
threatens to go stiff after long periods of sitting in 
one position. Instead of regretting having left the 
prayer book at home, get hold of a portable car seat 
massager to keep your back in shape. Your Panasonic 
and Layzboy massage chairs occupy too much of 
space even at home, but massagers meant for cars 
are lightweight and can be conveniently strapped on 
to the seat. Some also come equipped with heat 
option and can massage the neck, back, hips and 
thighs. Most of them work on vibrations and help 
ease tension in muscles. A hand-held remote lets 
you select areas where you need a massage and 
choose the speed of vibration. Some cushion seats 
come filled with special gel for that extra comfort in 
the lumbar region, infrared heat and memory foam 
apart from vibrating massage. Based on Dr Scholl's 
proprietary technology, these chairs massage via six 
motors in three different zones and use long light 
waves for infrared heat to penetrate muscles. All the 
massagers can be plugged into the car’s lighter 
socket. Using advanced thermo-electric technology, 
some massage cushions also come with cooling 
options and can cool up to 40 degrees Fahrenheits 
below the ambient temperature to keep your back 
and legs cool in hot weather. 
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GET READY 
FOR THE 
MULTI-AWARD 


LOCS. ” 


Control theipod, FM 
radio and phone through 
a bluetooth sync device 


WINNING SERIES. 





AWESOME THREESOME 


ALL WORK AND NO PLAY MAKES JACK A DULL BOY. IN BETWEEN MANAGING 
phone mails if you also want to tune in to your ipod or the FM radio 

then there are ways to manage all three together via bluetooth. A 

number of small handy devices from companies such as Belkin, Parrot 4 
and Venturi Mini, all costing between Rs 3,000 and Rs 7,000, are now 
available in the market. These can be plugged into a car's cigarette 

lighter socket and they use the FM transmitter to play on unused 
channels. They integrate your ipod, and in some cases also your mobile 


Ni € E AAN | phone, with the car's stereo system so that whether it is a phone call or 


| GET LOST. 


the music from your personal player, the audio output is via the car's 
speaker system, that is, you hear the caller through the stereo system or 
your own ipod music through any of the unused FM channels. The 
entire vehicle is converted into a bluetooth zone. The music 
automatically stops when a call comes and all you have to do to switch 

to the call is press a little button. Ford is the first company that will soon 
M EA 2$ | come out with integrated bluetooth syncs in all its cars. 


SILVER 
PROTECT 


FOR AN ARRAY OF MOVIES 


DRIVING BACK HOME AFTER A HARD DAY'S 
work can be tiring. If you are a 
television freak and miss being home 
on time for your favourite show, then 
go for car television. Television in car 
has now become a reality with Dish 
TV's direct-to-car satellite service. 
There are movies on demand and a 
whole lot of other options to choose 
from. But if watching movies while 
being stuck in a traffic jam at night is what you 
really want, then the best option is to get hold of 





a portable Blu-Ray player from Panasonic. The QUALITY WISE: 

advantage of this player over a regular DVD The Panasonic Blu- 
player is that it is far superior in quality, with Ray player has high 
high definition capability. The Blu-Ray format definition capability 


also has a much greater compression capability 

and can store more than five times the data stored on a DVD. If a DVD 
stores three movies, a Blu-Ray disc will have 15. This means a much 
wider choice of movies on a single disc. The iconic US television series 
Star Trek is now available with stunning results on Blu-Ray. So are the 
latest movies such as The Curious Case of Benjamin Button and The 
Lord of the Rings trilogy. 
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SPONSOR * SPONSOR 





KEEP YOUR COOL: 
Load the car with 

a refrigerator to keep 
that beer can chilled 


LAP IT UP 


WHO DOESN’T KNOW A LAPTOP IS NOT 
actually meant to be kept on the lap? 
It can inflict some serious damage to 
body functions if used thus. Having a 
proper stand to work on it in the car is 
not a gimmick but a necessity. Simple 
foldable stands that can be strapped 


onto the back of the front seats, and 


which open out much like the tables 
in an airplane, are one of the simplest 
options. Sturdier, adjustable, single- 
rod iron stands that can be fixed 
anywhere in the car are another. 
Strap-on lamps that help provide 
optimum light on the laptop are also a 
must. But the best in this category are 
Car Go Desks, which are made by a 
company of the same name in the US. 
With retractable handles and wheels, 
these desks open up to reveal a 
number of hidden compartments 
which can be used not just to keep the 
laptop, but also other peripherals, 
files and papers. There is a slide-out 
writing surface plus a 400-watt power 
inverter inside the desk, which can 
keep your laptop and other things 
charged throughout the journey. 


THE CHILL FACTOR 


LAST BUT NOT THE LEAST IS TO TAKE CARE OF 
your dietary requirements while setting 
forth on what might be a long journey by 
road. While cold water can always be carried 
in a flask and sandwiches packed in a box, 
other beverages such as soft drinks, beer or 
wine require refrigeration for an optimally 
cool temperature. Many luxury cars these 
days come fitted with compact chilling, but 
if your car does not have one then all you 
have to do is to check out the various 
options available in the market — ranging 
between Rs 3,500 for a 14 litre box and Rs 
8,000 for 22 litres. A 14 litre refrigerator 

'an pack in 19 cans of 500 ml capacity or 
two 1.5 litre bottles — enough supply for one 
person for a day. The best part is that these 
chillers work on 12 volt DC car battery, don't 
use either gas or compressors and are 
absolutely noise-free. Single-bottle wine and 
beer chillers are also available for those who 
cannot do without a cool mug 

in hot afternoons. The chillers can also 

be used to store essential medicines 

while travelling. 
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MOBILE DESKS: 

Car desks have slide-out 
tops to save space, and 
are also safe for laptops 
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BROWSING 
Rohan Verma 
Director, 
Mapmylndia 

| recently read 

It Happened In India by 
KISHORE BIYANI. One 
thing | learnt from it was 
that India cannot be 
looked at as ‘one’ market 
— there are many Indias, 
and one has to cater to 
all of them. One book 
everyone in my sector 
should pick up is Atlas 
Shrugged by Ayn Rand as 
it provides a foundation 
for appreciating the value 
of innovation, creation 
and entrepreneurship. My 
reading habits change 
every few years. Right 
now, | am reading 
autobiographies of 
famous sportspersons 
and businessmen. 





Preaching 
To The Deaf 


by ashok v. desai 
EY, FINANCE, POLITICAL 


"ECONOMY, GETTING IT RIGHT; 
" BY DEENA KHATKHATE; ACADEMIC FOUNDATION; 


PAGES: 385; PRICE: Rs 995 


DEENA KHATKHATE BEGAN WELL AND MIGHT HAVE 
lived a comfortable and boring life as a financial 
bureaucrat. But he strayed into the gang of 
young men Sachin Chaudhuri collected to fill up 
the pages of Economic Weekly in the '60s, and 
developed an addiction to forthright writing 
that later cost him his job in the International 
Monetary Fund (IMF). With the job, he lost his 
inhibitions and became a public intellectual — 
someone who thinks about matters of public in- 
terest and expresses naughty thoughts on them. 
It was a wise decision; he has lived a long and in- 
teresting life, and shows no signs of wilting. This 
book is a collection of his writings from the 60s 
to recent times. Two-thirds were published in 
Economic And Political Weekly, which gives 
considerable latitude to members of its inner 
circle; the rest are pieces written on a variety of 
occasions, including moments of inspiration. 
The writings give an insight into Khatkhates 
intellectual development over four decades. The 
earliest piece is rather conventional for its time: 
itargues that Jawaharlal Nehru failed to turn his 
ideals into reality because of the inflexible ad- 
ministration he inherited. The next oldest piece, 
from 1971, exposes the liberal preconceptions 
for which the author would later become notori- 
ous. It argues that underdeveloped countries 
should allow their graduates to emigrate — an 
extremely unpopular position among national- 
ists, who used to argue that young people whom 
the nation had educated at its cost had a duty to 
serve it. Then there is an important article pur- 
ported to be from EPW 1973, though it gives ref- 


published in 2008. 


DEENA KHATKHATE is an alumnus of the University of 
Bombay and Manchester University. A reputed 
economist, he has held senior positions at the RBI and 
the IMF, and was a senior consultant at the World Bank, 
the UN and the Asian and African Development Banks. 
He wrote extensively on economics in leading academic 
journals. His earlier book Ruminations Of A Gadfly was 


erences from the ’80s. It argues that if the real 
interest rate cannot be observed in a developing 
country, it can be estimated by adding together 
the real interest rate from an industrial country 
and the rate of exchange rate depreciation. 

Many developing countries hurtled into 
payments problems after the oil crises of 1973 
and 1978. Then the surpluses earned by oil- 
producing countries were lent indirectly to 
developing countries, and they ended up bank- 
rupt in the laps of the IMF and the World Bank; 
Khatkhate’s articles address their problems. 
The prime one discusses the reform of the inter- 
national monetary system. This one presum- 
ably got Khatkhate into trouble with his 
employer. Today it is difficult to see why; it is 
written in such guarded and unspecific terms 
that the battle lines are quite obscured. 

The concerns of the '80s persisted into the 
‘90s. The Asian crisis made its appearance, 
and the question of how underdeveloped count- 
ries, stripped of foreign exchange reserves, sho- 
uld manage their exchange rates came to the 
fore. Monetary policy, payments policy and 
exchange-rate management became complexly 
intertwined. They provide the subject for some 
detailed and generally illuminating discussions. 
But generally, so many factors interact in so 
many ways that each country becomes a special | 
case; fund-bank-type analyses which lump 
together many countries and try to find gener- 
ally applicable conclusions achieve prolixity 
without illumination. 

Although Khatkhate’s contributions are bet- 
ter than similar official tracts, they look rather 
dated 10 years after the Asian crisis. As long as 
there are rich and poor countries, there will be a 
market for tracts on how poor countries should 
manage their finances and how they should be 
baled out by rich 
countries. These are 
perpetually live issues 
in Washington, so 
Khatkhate will be 
asked repeatedly to 
contribute. But there 
is not much illumina- 
tion on them to be 
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reached beyond where he has got; and that is 
not much. What there is, can be gathered from 

E Khatkhate's painstaking article on sequencing 
of financial sector reforms. 

.. Some of Khatkhate's more interesting contri- 
butions are about India, in which he continues 
to take a distant but lively interest. Their fre- 
quency increases after the 1991 reforms; they 

. excited Khatkhate, and a debate on them sur- 
faced into which he plunged with enthusiasm. 
However, Khatkhate is less involved in these 
Indian debates; he does not go much beyond 
what has been written by policy advisors and 
US-based India hands. 

— Khatkhate is unique: he analyses Indian eco- 
nomic problems with the objectivity ofa distant 

~ bystander. What he writes gets buried in 
Economic and Political Weekly, which is no 
longer a forum of macroeconomic debate. Since 

- no one reads him there, he puts together his 
writings and publishes them through the 

. Academic Foundation. It does an extremely 

. good job; its printing is excellent, and it gives a 

more durable form to many ephemeral contri- 

t butions besides Khatkhate's. But it is still not a 
forum. It is our tragedy that Khatkhate remains 
a prophet without an audience. 


SELECTION 1 





The Study 
Of Cases 


ENTREPRENEURSHIP 
DEVELOPMENT, INDIAN 
CASES ON CHANGE AGENTS; 
BY K. RAMACHANDRAN; 
TATA MCGRAW-HILL; - 
PAGES: 257; PRICE: Rs 350 


FOR EVERY ENTREPRENEUR, THE INITIAL DAYS ARE 
rough — managing all operations such as 
finance, accounts and marketing. But as Wal- 
Mart founder Sam Walton says, these initial 
struggles are what make the long run easier. 
Walton is right because the first steps have val- 
ues that can sustain a larger organisation. And 
what is missing in Kavil Ramachandran’s book 
is the finer details of being an entrepreneur. 
The book has 16 case studies and change 
. agents that can be of possible interest to stu- 
dents who want to run their own businesses. 
Ramachandran recounts the success stories of 
companies such as Swiss Foods (SFPL) in 
Kolkata, The Banyan (NGO) and Subhiksha. 
SFPL company had set up Monginis stores 
through the franchise route and ensured that 
they leveraged their brand image of delivering 





"fresh". What the book fails to capture is how 
does the entrepreneur address the risk here in 
terms of managing his margins while taking 
away unsold stock? 

In the case on Subhiksha, the writers have 
tried to piece together a story of a man who was, 
for a brief moment, the pioneer of value retail. 
While discounting and no-frills retail has not yet 
picked up in India on a large scale, the writers 
have forgotten to analyse why Subhiksha’s busi- 
ness model was successful in Chennai. 

This poorly edited book, perhaps, could serve 
as one of the tools a student can employ to un- 
derstand how to shape ideas and evaluate them. 

—Vishal Krishna 


SELECTION 2 


& 


SIMON REID-HENRY 


Brothers 
Beyond Arms 


"I DREAM OF CHE A LOT. 1 
dream he is alive, in his uni- 
form, I dream that we talk.” 
This was a candid Fidel Cas- 
tro on his friend and comrade 
Ernesto Che Guevara, long 
after Che' death in 1967. 

FIDEL AND CHE: A REVOLUTIONARY 
FRIENDSHIP (Sceptre) by Simon Reid-Henry 
is a little-known story of friendship between the 
two comrades who were born in different fami- 
lies, a little less than two years apart, and at op- 
posite ends of a vastly unequal continent. It was 
revolution that brought them together. For 
Guevara, it was another long friendship that 
started towards the end of his motorcycle jour- 
ney, which is the story of his friendship with Al- 
berto Granado. He met Castro in 1955 while 
both were in exile in Mexico. Their friendship 
lives on even after his death. 

Reid-Henry takes an insightful and compas- 
sionate look at the lives of these two soldiers 
before, during and after their best-known 
exploit — the Cuban revolution. It is a lucid and 
even-handed account of their partnership and 
mangled aspirations of both men. 

Reid-Henry claims that Castro had been very 
silent about his friendship with Che. This is not 
entirely correct as his admiration for Che is 
evident in his autobiography, first published in 
Spain in 2006. 

The book also has some rare pictures of the 
protagonists, including the first-known photo 
of Castro and Che taken during their period of 
incarceration in the Mexican Interior Ministry's 
detaining centre in 1956. 

—Mahul Brahma 
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ALERT 


THE LOST 
SYMBOL 

BY DAN BROWN 
DOUBLEDAY 

In the much-anticipated 
successor of the 
remarkably popular 

The Da Vinci Code, 

Dan Brown’s famous 
protagonist Robert 
Langdon will embark 

on a chase for a secret 
formula with time 
running against him. 

It is a novel that has 
taken the author an 
inordinate amount of 
time and research to 
complete. But the 
process has been an 
“exhilarating challenge”, 
says Brown. Incorporating 
a host of information 
within a 12-hour time 
frame in which the action 
takes place is no mean 
feat. To be released in 
September, The Lost 
Symbol promises a world 
of adventure, integral to 
any Dan Brown tale. 
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BW Opinion 


. Fattening Its Sheep 


In its passion 
for bloating 
banks' profits, 
the RBI has 
abandoned its 
real mission 
of taking 
finance to the 
small man 
and woman 





A BRIGHT SPARK IN THE OTHERWISE DULL GREY 
world of Indian finance was mobile-mediated 
payments. A user of a cellphone has to pay ei- 
ther in advance or periodically for the services 
of his telecommunications operator. The opera- 
tor need not just collect his dues; he could also 
collect others’ dues and pass them on. He could 
also take payment in advance and 
turn cellphones into virtual wallets. 
This is the fundamental idea behind 
e-shopping. Itis a terrific application 
of a new technology, with the poten- 
tial of taking banking and credit 
cards to the poor and the remote 
people who would not dream of en- 
tering a bank. 

Unfortunately, the Reserve Bank 
of India was not happy with this 
wonderful development. It asked the 
central government for the power to 
regulate e-banking and e-shopping. 
Armed with the new powers, it put 
out *draft guidelines" last November. 
Now the nightmare has become real- 
ity, and the draft has been turned 
into a straitjacket of directions. 

The RBI divides payment instru- 
ments into prepaid and post-paid instruments. 
It has prohibited post-paid instruments, and 
protected credit cards issued by its darling 
banks from competition. It divides prepaid in- 
struments into three types: closed, semi-closed 
and open. A closed instrument is one where one 
shop or chain takes money in advance from cus- 
tomers and lets them spend it on its own goods 
and services. A semi-closed instrument is one 
that can be used in shops attached to a single 
payment manager. An open instrument is like a 
credit card except that the customer gives credit 
to the payment manager instead of receiving 
credit from him; it can be used in any shop 
which is prepared to accept it. 

Open instruments, such as mobile phone 
wallets, will be a monopoly of banks. Thus the 
RBI has killed offthe most promising section of 
the new industry even before it started. Semi- 
closed instruments can be worth not more than 
Rs 10,000 if they are confined to the payment of 
telephone and electricity bills, and not more 
than Rs 5,000 otherwise. These absurdly 
low limits will protect banks' cheque and credit 
card business. 

Instrument issuers other than banks will not 


TRIBHUWAN SHARMA 


be allowed to give any credit on the instru- 


ments; they can only receive credit from their 


clients. The money must be deposited in an ac- 
count with a bank: this is a defensible precau- 
tion. But the issuers will receive no interest 
from the banks. This ensures two things. First, 
the issuers will have to charge their clients for 


giving them the instruments; otherwise they 
cannot cover their losses. This is like having to - 


pay for opening a bank account; it puts the is- 


suers at an insurmountable competitive disad- 


vantage against banks. And second, the banks 
can, of course, lend the money collected by the 
issuers and earn fat interest on it. The issuers 
will create the business, on which banks earn 
interest without doing anything to earn it. Only 
the RBI could think up such outrageous ways of 
enriching its favourite banks. 

After having loaded the scales in banks’ 
favour, the RBI has made a concession. Banks 
may pay the issuers interest on the "core por- 
tion" of their deposits, defined as the average of 
the minimum balances held in their accounts in 
each of the preceding 26 fortnights. If the issuer 
is prompt in paying shops whom it owes money, 
this core portion will be zero; so will be the in- 
terest the issuer can earn. No one could fault the 
RBI for its cleverness. 

While there is a glimmer of enlightenment in 
Delhi, the Reserve Bank continues to live in the 
dark age of socialism. From that age come gov- 
ernment banks — overmanned, inefficient and 
lazy. It is their laziness and their high costs that 
have restricted the spread of banking to the 
poor and the villagers. The finance ministry has 
been told this by its committees, including the 
Percy Mistry committee. But that message is 
deeply unwelcome to the RBI, which sees no 
mission more important than increasing the 
profits of government banks. In their interest, it 
has sabotaged its real mission as the nation's 
central bank, namely to provide the people with 
low-cost and universally available instruments 
for making payments, transferring money, in- 
vesting funds and doing business. 

A relief from its constrictive style might have 


44 


been expected with the accession of the new® 


governor. But the hope is fast fading. The RBI's 
entrenched bureaucracy had a powerful protec- 
tor in the Prime Minister, himself an ex- 
governor. If it is lucky, he may return to protect 
them. But the banks' gain therefrom will be the 
nations loss. 
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Emailed with ease 







from my New Nokia E/5. 
NOKIA 


Eseries 


The New Nokia E75 for your 

business and personal emails. Quick 
and easy to set up, and even easier 

to use. Open and edit attachments 

and send calendar invites just like 

you would from your PC. Stay connected 
even n when you Te an. Deme. neon 


i 
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*To book an exclusive demo at your nearest NPD, sms BookE75 to 55555 Visit: nokia.co.in/emailwithease 


- s ] 
Available at: DAMM ey and other Nokia Outlets | |NIOKIA Care BIRELE | To know more about your Nokia, register at 


*Disclaimer : Network Operator Premium SMS charges apply : Airtel/Idea/Spice Rs. 3, Vodafone Rs. 2, BSNL/MTNL 0.80/Re.1 

Always insist on original Nokia India Warranty to safeguard agajnst buying used, refurbished or tampered phones. Nokia India Warranty is applicable only for phones 

imported/manufactured by Nokia India Pvt. Ltd. * For assistance on Nokia products and services, call Nokia Care. Add STD code when dialling from a GSM connectior 
5226.2009 














BORRAR AURORA SRY/NOL/RMS/\WB)/RNP:233/FGN-19/2007-09, LICENSED TO POST WITHOUT PREPAYK 
AEON ORNS AP QUU 9. MMSPO/SSRN.AOL R'S/WB,RNP-233/FGN.19(PWP-FGN.29/2007-09. RNI NO. 39847 


[4 Microsoft 


Business Dilemma #9 


Enabling our global employees, across 
three continents, to work together and 
share information effectively was an 
increasing challenge. That's when we 
turned to Microsoft Collaboration. Now 
we save 1,450 person hours and $650,000 
in costs annually on appraisals and 
surveys. Activities that took over a day 
now take place in just 10 minutes. 

NET RESULT: 

Productivity up, Feedback Time down! 
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| with us: 
Visit www.controlcosts.com 
SMS CONTROL to 58888 


CO NTROL Receive your copy of 
COSTS 
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www.ControlCosts.com rtp MA 
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KEITH MODDER | President Asian Operations and EVP Global Services, Virtusa 


Msi slam Solutions from Microsoft 


ss Intelligence | Collaboration | CRM & ERP | Customer Care Framework 


— reer — Corporation in the United States and/or other countries. 
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SUBSCRIBER'S COPY, NOT FÜR RESALE 
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LEANER 
MEANER 
GREENER 


Introducing the IBM BladeCenter^ HS22 with Intel® Xeon” processor 5500 
series. Designed to improve the economies of your datacenter with 
integrated virtualization technology, it helps drive server utilization up 
to 80%. What's more, it uses up to 95% less space and 90% less 
energy than competitive rack servers deployed 3 years ago, all without 
sacrificing performance'. Just what is needed to meet the rising energy 
costs and complexities of twenty-first century datacenters. A greener 
world starts with greener business. Greener business starts with IBM. 


SYSTEMS. SOFTWARE. SERVICES. FOR A GREENER WORLD... 


Learn how to improve performance and costs at ibm.com/green/in/hs22 
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Business Machines Corporation, registered in many jurisdictions worldwide A-OUtrent list.of IBM trademarks is available on the Web at 


"Copyright and trademark information" at www.ibm.com/legal/copytrade.shtml, íritel;the Intel Koge,/Xeon and Xeor Inside are trademarks or 
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A Unit Linked Group Scheme for Employees 


Serr IN: 512L256V01 v 


* With options of 4 funds for your Employees - 






Bond fund, Income fund, Balanced fund and Growth fund 


* Flexibility of switching between funds. 
* Bid/Offer Spread is nil. 
* All this at a very low cost. 


After all this comes to you from the country's 
largest Insurer that you trust the most! 








LIFE INSURANCE CORPORATION OF INDIA 


www.licindia.in 


* The premiums paid in Unit Linked Group Life Insurance Policies are subject to investment risks associated with capital markets and the NAV of the units may go up or down based on the 
performance of the fund and factors influencing the capital market and the insured is responsible for his/her decisions. * The Life Insurance Corporation of India is only the name of the 


insurance company and LIC’s Superannuation Plus is only the name of the unit linked group life insurance contract and 


does not in any way indicate the quality of the contract, its future 


prospect or returns * Past performance may not be an indicator of the future performance * Insurance is the subject matter of solicitation * Tax benefits are subject to changes in tax laws * For 
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Editor's Letter 


A Matter 
Of Choice 





HINDSIGHT IS SUCH A 
prolific commodity 
that it is among the 
most suppressed of 
human brainwaves. 
In hindsight, every- 
body who got into the 
chore of earning a 
living before finish- 
ing higher studies 
yearns for an MBA. 
But those doing well 
in their profession 
rarely ice up their 
well-paying job for the thrill of 
going back to the ‘school’ for a 
‘degree’. That is, in better economic 
conditions. A slowdown quickly 
reverses that equation. 

Empirical evidence suggests that 
the ongoing slowdown/recession 
may be the best time to reskill 
yourself so that you can leverage it 
when good times return. Because 
the opportunity cost of doing an 
MBA is the lowest when salaries 
are not rising fast enough. 

Given that most of the world is 
battling a recession today, MBA 
enquiries in top schools in the US 
and Europe have shot up as much 
as 35-40 per cent while enrolment 
has risen up to 15 per cent. India is 
no exception. Ever since the reces- 
sion hit the world in 2007, the 
Indian economy began slowing 
down the following year. 

Today, when corporate toplines 
are shrinking, net profits are get- 
ting squeezed and salaries are be- 





ing cut — instead of 
being raised — appli- 
cants to India's com- 
mon admission test 
conducted by the 
IIMs shot up nearly 
20 per cent in 2008. 
If you have been one 
of those vetoing your 
hindsight, this may 
be the time to fall in 
love with that white- 
board yet again. 

This years Busi- 
nessworld survey of India's Best 
B-schools has been timed and 
designed to help you sift through 
the clutter early. We have taken 
utmost care in preparing the plat- 
ter of stories in this special issue to 
whet your appetite of this theme. 
Inside you will find answers to: 
Which schools deliver the best 
bang for the fee you pay? Should 
you do a one-year course? The 
emerging teaching techniques at 
B-schools and some specialist 
opinion. And, yes, please dont 
miss out on this year's perceptual 
survey of B-schools which is 
posted exclusively on www.busi- 
nessworld.in. About 1,200 stu- 
dents, faculty and  aspirants 
surveyed give you their no-holds- 
barred judgement on 147 schools. 
This is our add-on offering. In 
many other B-school surveys that 
will follow, perception is all you 
will be served. 

Meanwhile, enjoy the bouquet. 


At 


rajeev dubey, deputy editor 








usinessworl 


Volume 29 Issue 1. 
For the week 19-25 May 2009, 
Released on 18 May 2009. 


Editor 
Prosenjit Datta 


Editorial Offices 
2nd Floor, Express Building, 
9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 
Phone: 23702170-79; Fax: 23702062 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg 
(Opp. Century Mills), Worli, 
Mumbai 400 013 
Phone: 24962587-94; Fax: 24962596 


Advertisement/Circulation/ 
Subscription enquiries 
2nd Floor, Express Building, 
9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 
Phone: 23702170-79; Fax: 23702061 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg 
(Opp. Century Mills), Worli, 
Mumbai 400 013 
Phone: 24962587-94; Fax: 24962597 


Head Office & Regd. Office 
ABP Pvt Limited 
6, Prafulla Sarkar Street, Kolkata 700 001 
Phone: 22378000, 22374880 


Regional Offices 
Chennai 
267 B Royapettah High Road 
Chennai 600 014 
Phone: 28131278, 28131279, 28131286 
Fax: 28131502 
Bangalore 
No.14, State Bank of India Road, 4th Floor 
Bangalore 560 001 
Phone: 25588127, 25588928; Fax: 25596294 
Hyderabad 
PTI Building, 3rd Floor 
A C Guards, Hyderabad 500 004 
Phone: 23317147; Fax: 23307454 
Subscription Service 
To subscribe or renew, please contact at 
businessworldsubscriptions&abprmatl. com 

The current rate for subscription are : 

One Year - Rs. 520 (52 Issues) 
Two Years - Rs. 1,040 (104 Issues) 

Three Years - Rs. 1,560 (156 Issues) 
(Limited period special subscription offer inside) 
Businessworld does not accept responsibility for 

returning unsolicited manuscripts and 
photographs. All unsolicited material should be 

accompanied by self-addressed envelopes and 
sufficient postage. 

Published from Express Building,3rd Floor, 9-10, 
Bahadur Shah Zafar Marg, New Delhi - 110002 and 
printed at Swapna Printing Works (P) Ltd., Doltala, 
North 24 Parganas by Shyamal Mukherjee for and on 
behalf of ABP Pvt. Ltd. 

Editor: Prosenjit Datta 
R.N.I.No. 39847/ 81 


It's rough out there. Economic realities are 
daunting. And yet, as with every competitive 
challenge; some businesses will respond 
proactively and effectively, while others are 


left behind. The winners will be those who 


It's not a setback. It's a test. 


act quickly, make the right decisions and 
execute them flawlessly. From our work with 
the world's most successful companies — 
through up cycles and down — Accenture has 
developed the unique perspective and broad 
capabilities to help you come out on top. 
At a time when it's tougher than ever to be 
a Tiger, it's even more important to know what 


it takes. Talk to us to See how we can help. 


> 
T ESA accenture 


e Consulting « Technology « Outsourcing High perfi ormance. Delivered. 





Feedback 













| TT 


px p idl 


WRITE IN AT 
bweditor@abp.in 
or post us on 


www.businessworld.in 


yr 4 v zv 


your 





Easy money andthe | 
„reed for land created 
the problem. put with 
cash running out, 
builders are trapper” 
between à roc 
and a hard place 


In Troubled Waters 
The coverage of the shipping industry in India 


was very welcome (‘Battling The Spill Effect; 
BW, 18 May 2009). It is a core sector, but 
receives little media attention. The single-hull 
phase out, over and above the slowdown in 
business, is indeed worrisome for the shipping 
companies. It is not feasible for companies to 
replace their single-hull tankers on a 
one-to-one basis, and it may lead to higher 
tanker freight rates. 

But of greater concern is the ecological 
impact of the breaking of the single-hull 
tankers. Greenpeace has already sounded the 
alarm by warning the EU of failing to ensure 
the phase-out responsibly. And with 
Bangladesh offering a cheaper option, things 
look ominous. India will have to pay the 
ecological price, even if the companies save 
on money. 

Rohit Negi, Pune 


Hmm... 





comments 


— —— 





House-wrecked 


Real estate is real bad news, for companies and those who 
have already invested in the sector (“The Rise & Fall Of 
Realty, BW, 18 May 2009). The golden goose has turned 
into a white elephant. Instead of capital appreciation, 
realtors are getting hate mails from lenders and investors 
— all thanks to their greed, as you rightly point out. But 
for those waiting to buy a house, there is good news. After 
Nano, Tata's have managed another miracle. They are 
offering low-cost housing at Rs 3.9-lakh in Mumbai. It 
would be advisable for the realtors to build on those lines. 
While valuations have tumbled, it has also brought about a 
much-needed correction in prices. India needs more than 
30 million affordable homes, and this demand can prop up 
realtors’ sagging fortunes. Of course the margins are lower, 
but then greed is something realtors can no longer afford. 


Prerna Gupta, New Delhi 


Flying With No Returns 
Air India's (AD) troubles with losses have been 
a long drawn one (The Penniless Maharaja, 
BW, 18 May 2009). It is sad to see J. R.D. Tata's 
dream company reduced to such straits. While 
it is true that the aviation sector is in serious 
trouble with the shrinking domestic travel and 
rising fuel prices, one cannot help but feel that 
government interference and mismanagement 
has made it worse for India's official airline. 
Take for instance, the bloated staff. I am sure a 
more professional management will drastically 
trim the flab. Instead, AI is weighed down by 
non-business considerations and the huge 
burden of the Indian Airlines merger. 
However, there is no point in blaming 
Chairman Raghu Menon. He was appointed 
only last year. If the ministry thought that 
Menon could clean up the mess accumulating 
for years, they were fooling themselves. 
Sushma Gupta, via email 


Woman On Top 

An exodus was not unexpected after K.V. 
Kamath’s exit and Chanda Kochhar's 
enthronement at ICICI Bank (‘Musical Chairs, 
BW, 18 May 2009). But what was surprising 
was the exit of P.J. Nayak from Axis Bank. 
Nayak is the man credited with setting up Axis 
Bank. Shikha Sharma's entry was hardly a big 
enough cause for his exit. 

Vipul Mahajan, Mumbai 





Letters may have been edited for brevity. 
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How can old buildings set new 
standards for energy efficiency? 


Affordable building modernization: With our intelligent energy 
efficiency solutions for less emissions and less energy costs. 


From intelligent building solutions, lighting and light management by OSRAM to financing, Siemens offers comprehensive 
energy saving solutions for the modernization of buildings. That means for the environment: less CO2 emissions. And for 
our customers: up to 30% less energy costs — and even up to 70% less lighting costs. 


siemens.com/answers 
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S P Jain's Global MBA gets even more global 
Now study in Singapore, Dubai plus Sydney/Toronto 


Q. Why is the program taught in three cities? 

A. This program is designed to transform bright and successful 
executives to become Global Business Leaders. Conducting the 
program in three world capitals Dubai, Singapore and 
Sydney/Toronto** enables participants to learn firsthand about 
the unique business environment and cultural issues in each 
city. Guest lectures by local top management contextualize 
concepts to global practice. Doing a field project in each city 
adds an interesting practical dimension to the program. 
Exploring the world beyond one's home country not only 
broadens one's horizons but helps one build the global business 
acumen that today's challenging marketplace demands. 


Q. What else is global? 

A. The global MBA program has a world-closs team of 
professors from across the world to teach courses in a global 
context. The peer group consists of a diverse and eclectic 
student body hailing from several countries. There is also a big 
component on self-development training, as we believe that it is 
very crucial for todays global managers to have the requisite 
skill-set besides theoretical knowledge. 


Q. Whyis it a one-year program? 

A. The program is designed for working executives who prefer 
to take as little time off as possible so that they can get back to 
work sooner. The curriculum however, is equal to a typical two- 


S, P. JAIN 
CENTER OF 
py MANAGEMENT 

] DUBAI * SINGAPORE 


Mumbai:+91 22 32906596/97 





Accredited by 
/ Association 
MBAs 


Dubai:+9714 4291234 


year program, as it is designed in a tight format with few 
holidays. The executives applying for the Global MBA are 
intelligent, self-motivated and ambitious and prepared to work 
twice as hard in order to save one year. 


Q. Why is it necessary to have work experience to join the 
program? 

A. The program is designed for a mature group of participants 
enabling rich peer group learning through classroom 
discussions and group work. Every participant will have o 
minimum of two years work experience and the average will be 
over four years. It is also an international norm to do an MBA 
only after acquiring practical knowledge after few years of 
working. 


Q. Does S P Jain have international accreditation? 

A. S P Jain has been accredited by one of the world’s leading 
bodies - the Association of MBAs, UK. S P Jain’s programs are 
the only programs of Indian origin to be accredited by this 
world-renowned body. S P Jain was ranked #1 in the UAE” in o 
recent A C Nielsen survey. 


** The winter intake students can spend o term ot The Australian 
Graduate School of Business, University of New South Wales, Sydney 
(ranked #1 in Australia and #5 in Asia) and the summer intoke 
students can spend a term at The York University’s Schulich School of 
Business, Toronto (ranked #1 in Canada and #16 in the world). 


Last date for application - September 15, 2009 


gmba@spjain.org 
www.Spjain.org 


Singapore: +65 62704748 


* S P Jain claim based on research conducted by Nielsen UAE, field work dotes: 12th May - 15th June 2008, sample size: 100, population details: HR Monagers/Recruitment in-charge 
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Secure the most valuable asset of your life - Your dreams. 





Star Educational Loan 
Educational Loan: With 
e Rs. 10lakhs for study in India and Insurance Protection 
Rs. 20 lakhs for study abroad. 
E e |% interest concession for girl students. 


| @ l% interest incentive for prompt servicing of interest. 

| @ Repayment to commence after study / employment. 

| Insurance Protection : 

e Insurance cover for the student. 
e Onetime low premium; canalso be part of the loan. ; 

| @ Incase of any eventuality loan repaid by insurance company. 
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pd Bank of India 





| www.bankofindia.co.in 





SMS “BOI <city>” to 57575 e.g. “BOI Mumbai” Call : 022 4091 9191 





Fly the No. 1 European airline in India. With our partner SWISS, we offer a choice 
of 63 flights from 7 metros in India to Europe and beyond via our hubs in Frankfurt, 
Munich and Zurich. For more details, call toll free 1800-102-5838 or log on to 
lufthansa.com 


years in India 





E - Connecting India to the world for 50 years. 

« Providing the largest network to Europe and USA from 7 metros. 
Experience homecom ing at the speed of thought. 
All for this one momer 





There’s no better way to fly. 


A STAR ALLIANCE MEMBER 


POWER 


Bleak Times Ahead 


Shortages 
during peak 
hours will get 
worse in 

the months 
to come 


DARK TRUTH: 

The gap between 
demand and supply 
keeps widening 


YEAR 2009-10 IS EXPE- 
cted to have a record 
addition to power ca- 
pacity. According to a 
detailed study by the 
government on the 
power situation pub- 
lished recently, a total 
of 12,770 MW of fresh 
capacity is expected 
to be added during 
the current financial 
year — the highest 
addition ever ina 
single year. 

Bulk of this addi- 
tion will be in the 
form of thermal 
power projects (coal) 
amounting to 11,400 


MW, while fresh nu- 
clear and hydro 
power projects add 
up to 1,300 MW. That 
is some good news. 
But does this mean 
that power shortages 
are going to come 
down? No. On the 
contrary, the study 
says that “there would 
be energy shortage of 
9.3 per cent and peak 
shortage of 12.6 per 
cent in the country”. 
This means that 
the growth in dem- 
and is far greater than 
the growth in supply. 
In fact, during 2008- 


09, the peak shortage 
was 11.9 per cent. 
The study says that 
in the coming years, 
10 of 28 states will 
face a peak power de- 
ficit of above 20 per 
cent. Also, peaking 
shortage would prev- 
ail in all the regions 
varying from 6.3 per 
cent in the eastern re- 
gion to 15. 5 per cent 
in the northern reg- 
ion. Haryana, Uttar 
Pradesh, Chhattisg- 
arh, Maharashtra, Bi- 
har, Arunachal Prad- 
esh and Meghalaya 
are expected to be the 











worst-hit and will 
face acute peak power 
shortages ranging 
from 18 to even 44 
per cent. 

The study highlig- 
hts that the peak 
shortage in 2009 will 
be above 10 per cent 
in all months except 
in August and Sep- 
tember. The power 
shortages witnessed 
during the first few 
weeks of 2009-10 
probably stand testi- 
mony to the shape of 
things to come. 

Kandula 
Subramaniam 


billion. The fine the European Commission has asked Intel to pay for anti-competitive practices. 


14 
25 MAY 2009 | ^T BUSINESSWORLD 


BLOOMBERG 


an immediate and thorough spring cleaning.” 





TELECOM 
TELECOM OPERATORS 
The new such as Bharti Airtel, 
proposal vodafone and Idea 
could end the œe a worried lot. A 
committee set up by 
rat race the Department of 
Telecommunications 
to add (DoT) has suggested a 
subscribers fee of Rs 800 crore for 
the additional 1 MHz 
spectrum that opera- 
tors seek, beyond the 
6.2 MHz they have 


Dbile Accessories 
t 
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WRONG NUMBERS: 
Operators have been 
issuing SIM cards with- 
out proper verification 


jbile Acco 





bk DEFICIT TO INCREASE 


The Obama administration raised its 
2009 federal deficit estimate by 5 per cent to 
$1.84 trillion and its 2010 estimate by 
7.4 per cent to $1.26 trillion. 
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Source: Office of Management and Budget 


"The European financial sector is due for 


been given so far. 

The operators were 
huddled in a meeting 
on Thursday. Ostensi- 
bly, the hit is big for 
advocates of sub- 
scriber-linked spec- 
trum allocation. An 
operator in a metro 
such as Delhi or 
Mumbai seeking 5 
MHz of spectrum 
would have to cough 
up Rs 4,000 crore for 
the elusive 3G spec- 
trum. Currently, the 
operators get addi- 
tional spectrum with- 





BLOOMBERG 


out paying any addi- 
tional fee for every 
100,000 subscribers 
added in a circle. 

The subscriber- 
linked criteria became 
controversial as oper- 
ators started to inflate 
the subscriber num- 
bers by issuing SIM 
cards without proper 
verification. This 
resulted in security 
concerns and despite 
the home ministry's 
efforts to curb it, ope- 
rators have been issu- 
ing SIM cards to 
shore up their num- 
bers. The committee's 
recommendation, if 
adopted by DoT, 
could end this rat race 
to add subscribers to 
get more spectrum. 

Telecom companies 
and the Cellular Op- 
erators Association of 
India refused to com- 
ment on the issue. 

M. Rajendran 
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The US has joined 
the UN Human 
Rights Council 
(UNHRC), ending 
its three years of 
estrangement from 
the UN body. With 
this, the Barack 
Obama admi- 
nistration has 
reversed the Bush 
policy, which 
considered the 
UNHRC as ineffe- 
ctive. Belgium, 
Hungary, Kyrgyz- 
stan and Norway 
have also been 
elected to the 47- 
member UNHRC. 





Crisis Log 





US retail sales fall 0.4 per cent, India’s trade with the US declines 25 per cent 


IIP Dip Worst In 10 Years 





THE JOB 
MARKET 


Japan Airlines: 
The biggest carrier 
in Asia by sales is 
planning to cut 
about 1,200 jobs 
this financial year 
to reduce costs. 


UK: The number 
of jobless people 


in the UK rose 
244,000 to 2.22 
million in the first 
three months of 
this financial year. 


Daimler: The 
firm’s Japanese 
unit Mitsubishi 
Fuso Truck & Bus 
plans to cut 2,300 
jobs globally by 
the end of 2010. 





INDIA'S INDEX FOR INDUSTRIAL PRODUCTION (IP) 
contracted 2.3 per cent in March this year 
compared to the corresponding month of 
previous year — the fall was the sharpest in 16 
years. The drop was mainly due to a sharp fall 
of 8.2 per cent in the production of capital 
goods. However, not all the numbers are 


8.3 per cent from a year earlier, the biggest 


positive territory and electricity generation 
touched a 12-month high. According to 
government data, car sales and the production 
of cement are also showing signs of recovery. 


SUBHABRATA DAS 





Retail sales in the US fell by US retail sales 
0.4 per cent in April 
compared to the previous 
month, according to official 
figures from the Department 
of Commerce. Sales of 
gasoline and electronic 
goods were particularly low. 
in January and February 
retail sales had risen after 
six months of declines, 
raising hopes that the 
economy will soon emerge E 
out of recession. 2007 


% month-over-month change 


v w 


2008 


Source: US Commerce Department's Census Bureau 


INDIA IMPACT GLOBAL WATCH 


2009 


Bloomberg 


Dipping trade: India’s trade with the US declined 
23.47 per cent to $8.2 billion in January-March 
2009. Exports of steel and apparels, however, 
showed growth during the period. India’s imports 
also dipped by 24.9 per cent to $2.96 billion in 
the first three months of 2009 against $3.94 
billion in the year-ago period. 


Weak outlook: Vienna-based Organization of 
the Petroleum Exporting Countries (Opec) 
has cut its 2009 forecast for the ninth . 
straight month. Opec is expecting oil demand 
to fall as consumption shrinks in the US, the 
world’s biggest energy consumer. Demand 
will contract by 1.57 million barrels a day 
this year, or 1.8 per cent, Opec said. 


Fragile economies: The International 
Monetary Fund said Europe’s economic crisis 
may last until the second half of 2010, and 
could persist for longer if governments do not 
make extra efforts to boost the beleaguered 
financial institutions. 


Capital issues: Rating agency Fitch said it 
expects India’s growth to slow to about 5 per 
cent in the current fiscal due to a reduction in 
capital flows. The new government will face 
major challenges in balancing the need for short- 
term stimulus measures to counter slowdown and 
re-establishing a sustainable medium-term path 
for India’s public finances, the agency said. 


The first annual net loss posted by Japan’s Sony Corporation in 14 years. 
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gloomy. Production of consumer goods jumped 


increase in six months. Mining also moved into 
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In The News 





LIFE INSURANCE 


Taking A Cautious Approach ` 


Insurance 
companies are 
using the 
slowdown to 
rationalise 
their workforce 


DRASTIC STEP: ICICI 

Prudential has fired 
about 5,000 people in 
the past financial year 





WHEN THE MARKETS WERE UP, LARGE SALES TEAMS 
kept the life insurance business buzzing. This 
year, though, is a different story; insurance 
companies are refocusing their selling strate- 
gies. The downturn has led them to rejig and 
reshape their work methods, which previously 
was built around selling unit-linked policies 
(Ulips). Suddenly, there is now a focus in 
improving productivity of the workforce, both 
internally and externally, and training is being 
imparted to sell more capital-guaranteed 
schemes and health products. 

However, all this did not stop ICICI Prud- 
ential, the largest private insurer, from sacking 
over 5,000 employees and shutting down over 
150 distribution centres during the past finan- 
cial year. Such activity can be attributed to cost- 
cutting and efficiency play. Some lessons have 
also sunk in: insurance companies have finally 
realised that a large workforce does not neces- 
sarily bring quality service to the customer and 
neither does it understand their needs. 

“One of the reasons for such a move is 
because agents were trained to sell only market- 
linked products,” says R. Krishnamurthy of 


m 


PENTAN FUTT 
EPERNAY 


CUTEM aR naa NE 


M. 


SATHEESH NAIR 


Watson Wyatt in Mumbai. He adds that sales 
teams faced the challenge of making people 
accept new guaranteed products and train a 
workforce that until now was equipped to only 
sell Ulips. 

After expanding rapidly over the past four 
years, the insurance industry now needs to 
rationalise its workforce. ICICI Prudential, 
which had 6,000 employees in 2005, expanded 
to a 30,000-strong team, spread across 2,099 
offices, at end-December 2008. Now, the com- 
pany is trimming the team down to 25,000. "A 
significant percentage of our employee base 
consists of our frontline sales force, which expe- 
riences high attrition during the entire year, 
says Sujit Ganguli, senior vice-president and 
head of marketing at ICICI Prudential Life in 
Mumbai. Until now, he says, a large frontline 
force was an industry-wide phenomenon. 

According to ICICI Prudential sources, since 
December 2008 they had not undertaken any 
replacement hiring for the positions that had 
fallen vacant. This also included more than 
3 per cent of staff who had been shown the door 
on the basis of their dull performance over the 
year. ICICI Prudential will, however, add 3,000 
people over the next two months. The company 
says that it may have re-evaluated office space in 
some towns, but this did not mean it had shut 
down distribution centres. 

Other players in the industry are also follow- 
ing suit, and are very cautious in adding more to 
their payrolls. Aviva Life will add only 1,000 
people to its 7,000-strong roll this year. “We 
are very concerned with the talent that comes 
into the insurance industry. We need to increase 
productivity of existing teams,’ says 
T.R. Ramachandran, CEO of Aviva Life Insur- 
ance in New Delhi. 

Similarly, Future Generali in Mumbai, which 
increased its workforce from 300 in April 2008 
to 4,373 by March 2009, is also consolidating 
its workforce. “Although we are a new player, we 
will not increase our workforce,’ says Shalaka 
Gadekar, chief of human capital at Future 
Generali in Mumbai. 

Two years ago, BW wrote that there is a thin 
line between training and qualification (see 
‘Educated, But Unemployable’, BW 24 Septe- 
mber 2007). The same issues have come back to 
haunt insurance firms. Maybe, insurance firms 
have to work harder to make people productive. 

Vishal Krishna 


25 MAY 2009 1 3 BUSINESSWORLD 








"vn R EEEE | PROMOTION 


» Celebrating 40, years of Excellence 
in Business Education 


Under the visionary planning & dynamic leadership of Dr. Jagjit 

Singh, Executive President and Senior Professor of IMM, the Institute 
of Marketing and Management has carved out a niche by presenting 
itself as a professional body of National & International acclaim. It is 
an institute with proven capability to continuously upgrade its 
knowledge base with a mission to service the requirements of the 
Government, trade & industry. The Institute follows a pedagogy that 
has a healthy blend of both theoretical aspects as well as practical 
nuances. Besides this, the students are required to undertake 
projects that require close interaction with the industry. 
Dr. Jagjit Singh The flagship programme of IMM, is the full time PGDM programme 
which has a unique mix of specializations specially designed to 
address the changing needs of the Indian Industry. The institute through its 
academic curriculum has evolved a philosophy of education which emphasizes 
holistic development its students. Besides a foray into this mainstream activity, 
this prestigious institute also organizes Management Development 
Programmes (MDPs) from time to time to enhance the capabilities of 
corporate managers and help them elevate their professional careers. 

What differentiates IMM from other run of the mill Management Institutes 
(coming up every where in the Country) is its recognition by the All India Council 
for Technical Education (AICTE), Ministry of HRD, Government of India, and its 
state of art infrastructures with wi-fi connection and all modern facilities. IMM 
being a membership body also facilitates nearly 100% Placement to its 
students. It's alumni are presently working in all the six continents of the world. 
The Institute's association with some of the national and international bodies 
has brought laurels to its operational aspects, which has further improved its 
functionality in the sphere of education. 

IMM looks forward to welcome you to the portals of the Institute and to be a 
part of our ever growing successful fraternity. 





Major Highlights about IMM: 


* IMM was set up in 1967 & registered as a Non-Profit Society on August 14, 
1969 to spread the gospel of marketing & management as a scientific 
discipline. 

* IMM has been accepting candidates for its Post Graduate Diploma in 
Management (PGDM) through CAT (Common Admission Test) conducted 
by IIMs, MAT (Management Aptitude Test) conducted by AIMA and ATMA 
conducted by AIMS. 

* IMM has a large number of highly qualified Core faculty, visiting faculty and 
international faculty. 

* IMM is the first Institution in the Country which has introduced areas of 
specialization viz. Agricultural Marketing, Industrial Marketing, Services 
Marketing and Social Marketing. 

* IMM is the only Body in India affiliated to the Asia Pacific Marketing 
Federation (APMF) and the World Marketing Association (WMA). The 
Institute has hosted 35 World Marketing Congresses, and thus put 
India on the marketing map of the World. 

* IMM is an Institute where Commercial Counselors of Foreign Embassies 
have enrolled themselves as students. 


NAAC ACCREDITED 
Established in 1990 and an ISO 9001:2000 Certified Institute by 
Ministry of Information Technology, Govt. of India 


19 Years of Excellence | IMS-A gateway for true career aspirants 


ynd, ,, mc Me eth. pon. end. 
Ranked 2" in UP 8" in North India, 28" in All India and 2™ in 
most promising B-Schools of Excellence as per latest 
CSR-GHRDC Survey (Nov. 2008 Issue) 


Post Graduate Diploma in ony dici 


- Post Graduate Diploma i in 
insidiis -Information Legi ee i 
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Post Graduate Diploma in 
Management-Tourism Management (PGDM-TM) 


Two year full time fully residential programmes 
All above programmes are approved by AICTE 


Admission Procedure 


e IMS uses CAT/MAT/ATMA/GMAT for short listing candidates for all the 
above programmes. 

e Apply to IMS by filling in a separate application form for 
each programme. 

* Foreign/NRI applicants can apply by submitting valid 
GMAT scores. NRI applicants residing in India will have 
to appear in CAT/MAT/ATMA. 

e Final Selection will be based on the performance 
in CAT/MAT/ATMA/GMAT, group discussion/ 
simulation exercises, personal interview and 
some other parameters. 
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In The News 


Selling The 


Can the IMF’s 
proposed 

sale of 500 
tonnes of gold 
change market 
equations? 


“WHENEVER THE INTERNATIONAL MONETARY FUND 
(IMF) starts selling gold, I would start buying,” 
said Jim Rogers, the commodity guru who 
co-founded Quantum Fund with George Soros, 
in a recent interview. From current levels of 
$923 per ounce, Rogers expects gold prices to 
fall (whenever IMF sells) to about $750 per 
ounce — at which price he finds gold prices 
attractive enough to buy. 

The words of Rogers — who predicted the 
commodity boom since 1999 — can’t usually 
be taken lightly. After all, the IMF’s gold sale 
will add 500 tonnes into the 3,600-tonne 
annual world gold market. And this could dis- 
rupt demand and supply equations, rather 
than compensating for poor mining produ- 
ction. But then, there are equally strong 
counter-transactions. 

China, Russia and Argentina, for instance, 
have been buying a lot of gold over the past few 
months. China, which had 600 tonnes of gold 
as on March 2008 is believed to have acquired 
400 tonnes of gold last year. “Asian central 
banks are buying gold to diversify/hedge 
their reserves — away from the US dollar,’ says 
Si Kannan, assistant vice-president with Kotak 
Commodity Services. 

The IMF' gold sales might also be coor- 
dinated with current and future Central Bank 
Gold Agreements (CBGA), as per the Andrew 
Crockett committee recommendations. As per 
the current CBGA, a group of European central 
banks have agreed to limit their gold sales to not 
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Bullion 
Stocks 


Who owns how much 
of gold reserves 


Worldwide 29,697 
RES 
Germany — 3413 
IMF 

France 2,528 
Italy 2,452 
Japan 765 
Netherlands 621 
China = 600* 
ECB 

Russia 

Taiwan 2 


Portugal 


Figures are gold reserves in 
tonnes as of 30 September 
2008 *as of 31 March 2008 
Source: Gold.org 





more than 500 tonnes annually. 

It is expected that IMF and the European 
Central Bank put together wouldn't breach the 
limit, thereby causing lesser disruptions in the 
market. "The sale will be staggered over the next 
five years with not more than 80-100 tonnes of 
gold sold every year,’ says Rajani Panicker, head 
of research at MF Global Commodities. 

During 2008-09, European central banks 
have been selling gold in lower quantities 
(85 tonnes against the agreed limit of 500 
tonnes) providing room for IMF sales. Before 
that, they had sold 430 tonnes of gold each year 
almost reaching the annual limit. The CBGA 
agreement is due for renewal this September. 
But countries such as France, Netherlands, 
Switzerland and Spain — the erstwhile huge 
gold sellers — have already stopped selling the 
yellow metal. 

The IMF is selling gold and adopting a new 
income model so that it no longer depends only 
on lending income to finance its various 
activities. The G-20 summit held last month 
proposed to use additional resources from gold 
sales to provide $6 billion in financing for poor 
countries. But for a while, the proposal might 
remain on paper. “No executive board decision 
to sell gold has been taken and US Con- 
gressional authorisation by law would be 
required,” says the IMF website. 

That means Rogers might have to cool his 
heels for a while. 

Muthukumar K. 
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The dynamics of today's global business environment demands new and different skilis 
for success. At Sona, we realize that a judicious combination of academics and practical — 
learning are really vital to preparing oneself for the ‘real world’. 





Sona School of Management provides an environment that encourages students t 
cultivata and hone skills that are seldom learnt through textbooks. The learning 
experience at Sona helps students to develop creativity, entrepreneurship, decision 
making essential tools needed to be competitive in taday's rapidly changing 
corporate world. Consequently, Sona's MBA program provides students with the 
ability to create innovative business solutions that are di ferent and better. 





Sona School of Management -a home to the next generation of business leaders. 


Sona School of Management At a Glance 


Sona School of management, blooms from the fold of Sona College of Technology. Salem, 
founded by the textile tycoon and social activist late Shri. M.S. Chokalingam in 1998. He always 
envisioned that excellent professional education would pave way for remarkable industrial and 


economic progress of the country. 


« reasons fer choosing th i i | 
asons for choosing th Sona School of Management is approved by AICTE and affliated to Anna University. Our MBA 


Rated in “A-Catenory” by Business In programme is accredited by National Board of Accreditation. 





The School of Management, Located in an arcadian environment, adjoining Thiagarajar 
Polytechnic, its elder sister, has a sprawling campus of 17.58 acras with a built up area of 
5,850,000 sq.feet, Surrounded by hills on all sides and especially the Shervaroy hills in the 
NEIN A MEER north east, Sona College is situated at the heart of the "Steel City", Salem which is a well 
Ranked 56th place in Placement, | known district in Tamilnadu, South India, The College is ane kilometer from the Railway 
54th place in living experience by | — Station and three kilometer from Bus-stand. It has an aesthetically designed and elegantly 
Businesswarid B-School Survey 200 built campus furnished with state-of-the art- equipment and facilities, The campus has at 
ambience that motivates students to grow as enlightened humans. The exclusive School 
of Management academic complex consists of faculty offices, well equipped classroom, 
lecture halls, an auditorium, a well-staked library and computer labs. Beautiful lawns 
and well-maintained playgrounds contribute immensely to providing a stimulating 
learning environment in the campus. In short, modarnity, aesthetics 
and simplicity characterize the campus. 





Sona School af Management has a team of highly experienced faculty 
members who are among the best in the field of management. Some of 
them have had a long and successful stint in the industry, which is an 
integral component of their pedagogy. They bring their vast experience 
inta the classroom providing greater depth to the learning process. Their 
research papers are published in many internationally renowned 
management jeurnais. 


Getting to Sona 


Sona sits at the heart of the “Steel City" Salemin Tamil Nadu. By a fast train, 
Salem is just 4 hours away from Bangalore and 5 hours away from Chennai. 
Salem is well-connected by frequent suger-fast trains from all major metros 
including New Delhi, Mumbai, Kolkatta, Ahmedabad, Chennai, Bangalore and 
Thiruvananthapuram. The nearest airport is in Coimbatore, just 2hours away. 
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BROADBAND 


Dodging Speed Breakers 


High-speed 
broadband 
is here, but 
steep prices 
could hinder 
penetration 


LONG WAY TO GO: 
Large-scale broadband 
penetration is yet to 
happen in India 





INDIA'S BROADBAND POLICY 2004 OF THE TELECOM 
Regulatory Authority of India (Trai) defines 
broadband as 256 kbps. In the market, Tata 
Teleservices Maharashtra (TTML) offers broa- 
dband to its subscribers in Mumbai at up to 100 
mbps — 400 times the government-defined 
speed of broadband — though at a hefty 
monthly charge of Rs 10,500. Between these 
two facts lies a dying dream of taking high- 
speed broadband to the consumer. Empirical 
studies have concluded that broadband can in- 
duce businesses that can add as much as 2 per 
cent to the GDP. But that is far from being 
achieved in India yet. 

Domestic telcos such as BSNL, Bharti Airtel, 
Reliance Communications and Tata Tele- 
services have been gradually offering higher 
broadband speeds to their wireline customers 
as they ramp up their networks. 

BSNL offers a maximum speed of 8 mbps to 
non-institutional customers, Bharti 16 mbps, 
and Reliance 8 mbps. But penetration across 
the country remains insufficient. “Mumbai is 
witnessing a substantial overhaul of its physical 
infrastructure. It will, in parallel, require the 
creation of world-class, digital infrastructure to 
realise its ambition to become the commercial 
capital of this part of the world,” says Mukund 
Rajan, managing director of TTML. 

Speeds of 100 mbps are the best in class 
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anywhere in the world. Operators in only a 
handful of countries, including the US, France, 
Japan, Singapore and the UK offer this speed. 
But there is a catch: even Tata Teleservices offers 
100 mbps only to its customers in Mumbai as of 
now. The maximum speed it offers to its national 
customers is still comparable with its rivals at 16 
mbps. Reliance Communications, too, offers 
100 mbps connections but only to its enterprise 
clients and not to retail consumers. 

Besides telcos’ inability to penetrate the 
market, the other reason why broadband has 
failed to gain widespread acceptance is the high 
pricing. For instance, while Cablevision in the 
US offers 100 mbps service at $99 (Rs 4,906) a | 
month, Tata Tele’s connection costs more than 
twice that at Rs 10,500 (approximately $212). 
France Telecom and British Telecom offer 100 
mbps connections at $82 (Rs 4,062) and $60 
(Rs 2,972) per month, respectively. 

High-speed broadband typically acts as an 
accelerator to business — it allows e-commerce, 
banking transactions and business opportuni- 
ties. For the general user, it helps download mu- 
sic and films. Today, it takes almost a day to 
download movies from the internet, while live 
video streaming is difficult. A lot more hosted 
solutions will be possible with high-speed 
broadband. “High bandwidth will allow wider 
range of content over the internet space,’ says 
Dushyant Singh, director of 
KPMG India. “Vendors and 
service providers can promote ^ 
services like high definition 
online gaming, which has been 
limited till date. A lot of lean 
services could be shared and 
services such as tele-medi- 
cines, real-time video commu- 
nication and other enterprise 
solutions will be much easier.” 

For businesses, too, high- 
speed broadband can redefine 
prospects. A 100 mbps con- 
nection can offer high-speed 
data transmission, real-time 
video communication, high?" 
definition content over the in- 
ternet, etc. However, with such 
high pricing and concentra- 
tion in metros, penetration 
will be minimal. 
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HURRAH!!! 
Accenture 


picked me up for 
What else do 
an MBA student 
want to have? 
| would never have thought, not even in a 
dream that a company like Accenture could 
have picked me up for final placements but ii 
just happened and that too for an amazing 
k package of Rs. 10.3 Lacs PA. 


Thank you IMI for providing excellent training 
in form of regular and intensive classroom 
sessions, personality development classes, 
regular business news analyses and company 
awareness programs, and above all, for the 7 
certificates which are awarded after grueling 
training sessions. 

E] Prerna Sharma 
MBA Student, IMI Indore 
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Carnival you con leom t 
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MI Marketing Comivol - the real and new acinis 
Management i5. 


Admission open for Full Time 
Post Graduate Programs 


MBA - Core 


product development competitioi 
3 -—— FREE sTUDY TOUR TO 
- WI SINGAPORE ; 


Unbeatable academics Internationally acknowledged faculty 


FREE LAPTOP 


TO EVERY STUDENT 


7 additional certificates 


Lush green 2,45,000 sq.ft. campus with sports facilities including billiards, table 
tennis, volleyball, basketball, badminton etc. 


Central India's first institute to conduct 
* CEO Roundtable * Academy industry interface * Real new 
product development competition * Real finance competition 


(IFAIM) and many more .. 


Admissions through CAT / MAT / ATMA etc. also. Direct GD-PI 


calls to students having good scores in CAT / MAT / ATMA etc. 
——— MU seein assessing a U o ior 


City Office : M 4/6, IMI House, Mishika Tower, Sapna-Sangeeta Road, Indore 
Phone : +91 731 2478888, 2471234-6, Cell : 0 99260 23232, 93012 30074 
Mail : info@imi.ac.in 


To know more SMS <MBA> to 99260-23232. 


(Dual Specialization in HR, Finance, Marketing) 
MBA - Retail Management 
MBA - Banking & Insurance 
MBA - Pharma 


Detailed information available at www.imi.ac.in 


School Of Entrepreneurship 
INSTITUTE 


AND RESEARCH CENTRE 





In The News 


TELECOM 


Hurdles To Portability 
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Figures are days unless otherwise mentioned 


Despite DoT’s 
notification, 
mobile porta- 
bility is likely 
to take more 
than two hours 


EMPOWERMENT: If all 
goes well, mobile users 
will be able to change 
their operator at will 





Source: Telecordia 


COME SEPTEMBER AND YOU WILL BE ABLE TO 
change your mobile operator without changing 
your cell number. Well, not really. Because 
operators are not going to make the process 
easy for you, despite the Mobile Number Porta- 
bility Clearing House Administrator (MCHA) 
being there to manage the transition. 

The Department of Telecommunications 
(DoT) has received representations from opera- 
tors seeking clarification about the time they 
need to port a subscriber from one operator to 
another. MCHA says it will take only two hours, 
but according to DoT sources, the time to port 
will be anywhere between 12 and 24 hours. 

"Technically, it does not take more than a few 
seconds once the MCHA has the number,’ says 
Gautam Balakrishnan, director of Mumbai- 
based telecom analyst firm Optsoe Consultant. 
"It is the paperwork over which operators will 
still have the control to delay the whole process.” 

Customers in other countries such as Malay- 
sia and Hong Kong face a similar situation. For 
example, customers themselves ask for the data 
on applications for porting to another operator 
to be filled in afresh despite the data residing 
with the existing operator. “It is a matter of se- 
curity and also to ensure that the customer has 
cleared all dues; we should be allowed to make a 
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counter offer then and there,” says a senior exec- 
utive with an operator. With falling average rev- 
enue per user, operators would like to have 
more subscribers to get more spectrum. 
According to an Enam Securities India Rese- 
arch report, implementation of mobile number 
portability would further impede return-on- 
equity and impact balance sheets of operators. 
The experience of number portability imple- 
mentation in each country is unique. For exam- 
ple, in the Netherlands and the UK the imple- 
mentation failed and led to loss of numbers and 
delay in porting. It required interventions by 
the regulatory agency to manage porting. 
"Many countries have made numerous adjust- 
ments, improved technical solutions. Customers 
and operators should be prepared for uncom- 
fortable situations,” says N.K. Goyal, a senior 
telecom analyst and founder of Communica- 
tions and Manufacturing Association of India. 
In 2007, the UK regulator Ofcom gave two 
years’ time to operators to port customers fron" 
one operator to another within two hours. At 
that rate, Indian operators would take another 
24 months to launch portability. How soon the 
process smoothens out depends on the serious- 
ness of DoT and the telecom regulator. 
M. Rajendran 
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why should you join VBS-Vizag 

> Promoted by well established VITAM Group of Institutions. 

> Large campus in 20 Acres, wi-fi enabled and Air conditioned class rooms. 

> Elite profile of Academic and Businees Advisory Councils from IIM's and MNC's. 

> Experienced faculty to train the programme with latest Teaching Methodology using IT tools. 
* Laptop, books, reading materials, blazers, medical insurance and gym provided. 

> More than 100 experts from top B schools and Industry as visiting Professors. 
> International Standard course curriculum. 

* Multi Specization and training in multifunctional areas. 
œ High end soft skills training programme. 
> Continuous Career guidance cell. 

> Special Internships, Research exposure. 
> Health & Art of living. 
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COMMODITIES 


The Curious Rise 
Of Metal Prices 


There has been 
no revival of 
demand, but 
metal prices 

have gone up 
substantially 
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...AND THE CURRENT STOCK 


Aluminium has the highest inventory level 


Price Inventory 

($/tonne) (tonnes) 

Nickel — ia m VV M ^ n2 308 
Copper Tex. 5. 4g 385,175 
Zinc 1505 324428 
Aluminium 1482 . 38,653,500 


Figures are as of 11 May 2009 Source: London Metal Exchange 


PRICES OF MOST NON-FERROUS METALS HAVE GONE 
up significantly in the past few weeks. Copper 


prices are up 56 per cent since the beginning of 


2009. Prices of lead, zinc and nickel have also 
gone up by 52 per cent, 34 per cent and 18 per 
cent, respectively. Copper prices are hovering 
around $4,526 per tonne; well above the 
bottom of $1,333 per tonne. Aluminium has 
been the only exception, which has seen a mod- 
erate rise of 2 per cent. 

What has triggered the rally? It has nothing 


A 


to do with revival of demand. *Production cut- 
backs coupled with overall improvement in sen- 
timents in global financial markets have aided 
this rally in prices,” says Reena Walia, an analyst 
with Angel Commodities. Poor expectation of 
demand going forward has made metal compa- 
nies cut back or delay their expansion plans and 
close unviable units. 

According to International Copper Study 
Group, world copper mine production will rise 
only by 3.8 per cent (590,000 tonnes) in 2009, 
down from the 11 per cent growth projected in 
October last year. For nickel, 20 per cent pro- 
duction cuts are expected. 

This time the price rally has happened with- 
out substantial revival of demand, which is evi- 
dent from high inventory levels. “Inventory lev- 
els of base metals put together at LME are ata 
15-year high,” says Walia. While inventory cons- 
tituted 9 per cent of annual supply of alumi- 
nium, it was 2.8 per cent and 2 per cent for zinc 
and copper respectively. 

Aluminium prices are still hovering below 
cost of production of $1,750 per tonne, while 
copper prices are well above the marginal cost 
of production ($3,200 per tonne). With the 
auto industry reeling globally, it would take a 
while before aluminium prices go up. Copper is 
driven more by power and construction sectors. 
Also, China’s State Reserve Bureau is restocking 
the red metal. In the month of April itself, cop- 
per inventory declined by 18 per cent on the 
back of such demand. 

Global stimulus packages have also suppor- 
ted metal prices this year. Expectations are that 
30-40 per cent of stimulus packages would go 
into infrastructure projects. However, China is 
unlikely to provide further price support. 

“While it made sense for China to restock cop- 

per below $4,000 levels, the present level of 
$4,700 is not attractive for restocking,” says 
Praveen Singh of Sharekhan Commodities. 

The short-term price outlook is not rosy. 
“Base metal sector would witness a volatile 
phase in the next one year, until any important 
evidence of demand is seen,” says Walia. 

So, brace up for volatile times. 

Muthukumar K. 
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Eligibility for Admission: Bachelor's Degree in any discipline from a 
recognised Indian University or equivalent, with minimum 50% aggregate 
marks. Final year students graduating by July 2009, can also apply. 
























Selection Process: 
The prospective candidates should have appeared for 
MAT / K-MAT test conducted by AIMA / KPPGCA. Candidates will be 
admitted on ‘first-come first-served basis’ only, as per merit norms. 
Application from and Prospectus can be obtained from hal! of 
admissions at the campus. 
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MATIONAL STUDENT MANAGERENT ODIZ-2008 
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Eligibility for Admission: Bachelor's Degree in any discipline from a 
recognised Indian University or equivalent, with minimum 5096 aggregate 
marks with Mathematics / Computer Science / Statistics / Computer 
Application / Electronics as a subject in 12th standard or at Degree level. 
Final year students graduating by July 2009 can also apply. 






H 
e in-— 
Auc uO 


^ ; i go 
M f32nrÀ Sinna ki: 
oldu alone ru 






Jigibility and Selection Process: All students with a bachelor degree in any 
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——À» aggregate or candidates appearing for their final year examination by June 2009 
T T may also apply. The applicant should have cleared MAT test with minimum 500 
Composite score. The candidates will be selected based on their performance in 
MAT, group discussion and personal interview. 


How to Apply: Prospectus and Application forms are available at DSBS 
Application can also be downloaded from www.dayanandasagar.edu 
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SHORT-TERM POWER PRICES, WHICH HIT A RECORD 
_ high of Rs 14.50 per unit last week on the power — 
. exchanges, may come down soon. Prices for - 


short-term power, part of the merchant power 


available for buyers at an extra cost, had col- 
lapsed in December 2008 to as low as Rs 1.50. 


per unit before recovering in January 2009 only 
to go up to Rs 11.4 (for peak hour) last April 
thanks to various state governments who paid a 
few rupees more to avoid power cuts during the 
recent general elections. 

Now that the elections are over and states are 
ready to pull the plug on regular power sup- 
plies, prices may fall to a low of Rs 4-6 by June 
and further to Rs 3-4 by September. This may 
bring down the power bills of consumers 
though marginally. *Factors like planned capac- 
ity addition, availability of KG-Basin gas which 
could lead to an additional 4 GW generation and 
a decline in imported coal prices may help lower 
power generation cost to Rs 2.5-2.8 unit,” says 
Satyam Agarwal, an analyst with Motilal Oswal. 

The significant difference this fiscal is the 
availability of 18 million metric standard cubic 
metre per day (mmsemd) gas from KG Basin, 
which may help restart 4 GW of gas-based 
electricity generation capacity, lying idle with 
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various players. “Any additional gas may help 
recover fixed and variable costs through higher 
capacity utilisation,” says Girish Solanki, an 
analyst with Angel Broking. 

Lower imported coal prices may further ease 


stress on power prices. "Global coal prices have 
dropped by two-third of their mid-2008 high, 


and this certainly lowers variable costs,” says 
Kameswara Rao, executive director and indus- 
try leader (energy, utilities and mining) at Price- 
waterhouseCoopers. "However, the proportion 
of thermal coal imports for power plants is still 
small, and the impact will be seen in plant profi- 
tability than on tariffs in the near term.” 

The average price of short-term power during 
March and April 2009 at the Indian Energy 
Exchange was Rs 8.11 and Rs 10.47 per unit, res- 
pectively. The overall generation peaked in 
March 2009 to 64.7 billion units (BU) from 61.1 
BU in March 2008 with plant load factor (PLF) 
soaring to about 67 per cent. 

Reflecting this trend, the Power Trading Cor- 
poration (PTC) had posted a 116 per cent in net 
sales at Rs 1,179.6 crore for the last quarter of 
2008-09. Average realisations had also in- 
creased by Re 0.94 per unit to Rs 5.41 per unit 
though the average cost of power went up by 
Re 0.93 per unit to Rs 5.34 per unit. 

However, the peak deficit, too; had soared to 
over 13 per cent in this period, forcing the Cen- | 
tral Energy Regulatory Commission (CERC) to 
impose a higher Unscheduled Interchange (UD 
as a penalty against violators on overdrawing 
and ‘under-injecting’ by both sides. This now 
has been revised to Rs 7.53 per unit from Rs 10, 
which may soon translate into lower prices. 

"Though the revised cap rate for UT is already 
in place, the reduction in prices is a misnomer 
in the sense that UI rate for overdrawal at fre- 
quency below 49.2 Hz is Rs 10.29 per unit whe- 
reas for underdrawal UI rate is Rs 7.35 per unit,” 
says T.N. Thakur, chairman and managing dire- 


-etor of PTC. According to analyst Girish Sola- 


| nki,this anomaly in penalty was also misused 
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by many state utilities : as à trading platform. 
That leaves us with the planned capacity ad- 
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Renminbi 
Vs Dollar 


by bill emmott 


AN OLD SAYING ABOUT BANKING IS THAT IF YOU 
owe your bank $1,000, you have a problem; 
but if you owe the bank $1 million, then the 
bank has a problem. The saying is well worth 
keeping in mind when thinking about to- 
day’s currency system, global payments im- 
balances and foreign-exchange reserves. 

In March, the governor of the People's 
Bank of China, the central bank, put the cat 
well and truly among the international pi- 
geons when he proposed that the world 
needed a new system for foreign exchange 
reserves. The domination of the US dollar 
needed to come to an end, said Zhou Xi- 
aochuan, because such “hegemony” was out- 
dated and had damaged the world economy. 

Zhou did not just attack the dollar, though 
China is the holder of $2 trillion in foreign 
reserves, which is by far the world’s largest 
such piggy bank, and since much of that 
money is held in dollar-denominated securi- 
ties, that was the part of his statement that 
attracted most attention. He also had a more 
positive proposal: the International Mone- 
tary Fund (IMF) should help countries such 
as China to diversify their reserves by mak- 
ing a big expansion in the IMF's allocations 
of a unit called “special drawing rights” 
(SDRs), which is really just an accounting unit based ona 
basket of four currencies — the dollar, yen, euro and pound. 

Such a facility could allow China to swap its dollar-based 
reserves (and, perhaps, its other currencies) for SDRs with- 
out actually selling its dollar securities and causing any dra- 
matic volatility in currency markets. It could also exchange 
its dollars for a basket of other currencies itself. But to do so, 
it would have to sell its dollars and buy those other assets. A 
swap for SDRs would hand the dollars to the IMF without 
any apparent effect on the supply or demand for those assets. 

Since Zhou made this proposal, virtually nothing has hap- 
pened. Other central bankers and finance ministers, includ- 
ing US Treasury Secretary Tim Geithner, made polite noises, 
saying they would of course “study” Zhou's idea. But there is 
no sign that they are actually doing so. Why not? The reason 
returns to that old saying about banking. 

Other central bankers and finance ministers are seem- 





China's 
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new currency 
measures by 
the IMF is 
self-serving, 
but opens up 
the chance of 
a trade-off 
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ingly ignoring Zhou's proposal because the 
problem he is trying to solve is Chinas, and 
virtually no one else's. China's foreign re- 
serves are double the size of the world's next 
largest — Japan's. While building them up, it 
overtook Japan as the biggest foreign buyer 
of US securities, mainly treasury bonds. So 
the US has borrowed hundreds and hun- 
dreds of billions from China, and that debt is 
now a problem for the lender itself. 

The reason why it is a problem for China is 
twofold. First, China's central bank faces a big 
currency risk on its huge stock of dollar secu- 
rities, even as the yield on these securities has 
fallen, thanks to the US recession and expan- 
sionary monetary policy of the Fed Reserve. 
Second, China knows that it has built up 
those reserves as a deliberate means to con- 
trol the value of its own currency, the ren- 
minbi (RMB), preventing the capital inflows 
that result from the country's huge trade sur- 
plus from forcing an appreciation of the 
RMB. If it continues to do that, the reserves 
will just keep on getting bigger. But if it stops 
doing so, the RMB will appreciate, creating à 
dollar loss by definition as well as making 
Chinese export industries less competitive. 

In the global financial system, it is the 
RMB that is the anomaly, not the dollar. 
China is now the world's third-largest econ- 
omy, measured by GDP, and as such is the 
only major economy that does not have a 
currency whose value is set by the markets 
rather than the central bank. Although sev- 
eral big economies still regulate capital flows 
and currency convertibility to some extent, 
China is the most extreme case. 

So, if there is a big change to come in the 
international financial system as an outcome of the global 
economic crisis, it is much likelier to concern the RMB than 
the dollar. If, as seems probable, China's growth rate stabilises 
during the coming months and begins to recover somewhat, 
without any major sign ofa fall in the country’s trade and cur- 
rent-account surpluses, then international pressure on China 
to do something about its currency is going to intensify. It is 
either that or protectionism — that will be the implied threat. 

Zhou's proposal for new measures by the IMF is self- 
serving but does, possibly, offer an opportunity. With this re- 
quest, he has opened up the chance of a trade-off: help from 
the other major economies on Chinas reserves dilemma in 
return for a plan gradually to make the RMB convertible and 
to join the international monetary system fully. 








The author is a former Editor of The Economist. 
policyworld.bw(a gmail.com 
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Once seen 
as a plus, 
the growing 
workforce 
could now 
be a bane 


BLEAK FUTURE: 
India adds about 12-15 
million people to the 
working-age population 
each year 


Burden 


by Feroz Ahmed 


THERE IS AN INSIDIOUS SIDE TO THE SPUTTERING 
economic growth that has largely escaped the 
radar: the famous demographic dividend of 
India — a large pool of working-age population 
and fewer dependents — potentially turning 
into a demographic risk. Given India's baby 
boomers joining the labour force by millions 
each year, the countrys economy needs to 
create 10-20 million new jobs each year, 
depending on which economist you speak to. 
That despite the fact that less than 40 per 
cent of India's working-age population makes a 
living from jobs (estimates by Suresh Ten- 
dulkar, chairman on the Prime Minister's Eco- 
nomic Advisory Council), agriculture and self- 
employment sustain the bulk of the population. 
“The important aspect of this downturn is not 
the loss of the existing jobs — those will come 
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back when the business cycle turns — but the 
jobs that are not being created that would have 
been created with 9-10 per cent GDP growth," 
says Bibek Debroy, fellow with Centre For Pol- 
icy Research. 

According to Debroy, at 8.5 per cent GDP 
growth, the Indian economy was creating 15-20 
million jobs a year, and at the present 6-7 per 
cent growth that may persist for a couple of 
years, five million less jobs will be created each 
year. The fallout of this job jam, if it lasts beyond 
a year or two, would be the loss of faith in the 
market for youngsters. 

Subir Gokarn, chief economist, Crisil, a credit 
rating agency, sees the magnitude of the demo- 
graphic bulge rising over the next few years 
with 12-15 million people getting added each 
year to the working-age population, and with 
the economic growth shrivelling, there is poten- 
tial for growth of a daunting backlog of the un- 
employed. “Instead of adding new jobs, were 
losing existing jobs this year and the backlog 
will be a big challenge in the future,” he says. 
Gokarn believes the new government will have 
to spur economic activities that have the poten- 
tial to create jobs in large numbers. 

The large-scale hirers, hiring intermediaries 
and job trainers point to a sharp drop in fresh 
job creation in 2009. Teamlease, one of the 
largest suppliers of temporary workforce across 
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International Business (MPIB) 
with / without Overseas Study Module 


(OSM) 


BIFT offers its 2 year Masters Programme in International Business 
and has tied up with the Nanyang Technological University (NTU) 
for an add-on short term certificate course at NTU (Singapore). 


Nanyang Business School Ranked 24th amongst Top 100 Global 
MBA Schools in the world.* o 


BIFT belongs to the renowned 59 year old Badruka Educational 
Society, Hyderabad and was established in 2001 under an MoU with 
the renowned Indian Institute of Foreign Trade (IFT), Delhi. 


*Source: Financial Times, Global MBA Rank ngs 2008 


**Source: ‘India’s Best B-Schools India 


HIGHLIGHTS OF THE PROGRAMME 


+ Overseas Study Tour 
* 100% placements at attractive compensation packages 


* Add-on short term certificate course at NTU, Singapore 
- Value addition at marginal additional cost 








BADRUKA INSTITUTE OF FOREIGN TRADE 


«y Station Road, Kachiguda, Hyderbad - 500 027. e-mail: biftian2006@yahoo.co.in; biftüB(ogmail.com 


Website: www.bift.ac.in Tel: +91-40-24650597 / 24741610, Telefax: +91-40-24650597. Mobile: 94414 35680 


MPIB-A MANAGEMENT 
PROGRAMME WITH A CUTTING 
EDGE: Covering not only all 
subjects of an MBA programme 

of a standard B-School but also 
international business/foreign trade/ 
WTO, international business laws, 
international marketing, commodity 
trading, etc.. 


PLACEMENTS: 100% placement track 
record at attractive salary/compensation 
levels. Some of past recruiters: ABN 
Amro Bank, Citi Financial, CocaCola, 
Citibank, Deloitte, e-Serve International, 
Future First, Glaxo Smith Kline Ltd, 
HSBC, Hindustan Pencils, ICICI Bank, 
India Bulls, Maersk, Mahindra & 
Mahindra, Reliance Money, Sab Miller, 
Satyam Computers, Tata Chemicals, 
Visa Facilitation Services, Wipro, Zensar 
Technologies etc.. 


FOREIGN TOURS: Industry / Port 
study tour in Singapore / Malaysia. 
Plans are in progress for student - 
faculty exchange programmes with 
renowned universities / institutes 

in Netherlands including Fontys 
University. 


COMPUTER LAB: A Computer Lab 
having 80 Pentium-IV PCs on a LAN. 


Wi-Fi- FACILITY: For instant 
wireless connectivity in campus. 


LAPTOPS: will be provided by BIFT 
to all students. 


E-DATABASES: e-Journals under 
EBSCO, Prowess, India Trades, etc. 


FACULTY: Competent faculty of 
BIFT and senior faculty from premier 
institutions such as IIFT/IIMs and 
foreign universities. Strong industry 
& government interface on continuous 
basis. 

ELIGIBILITY: QUALIFICATION 

- A graduate level degree from any 
University with a minimum of 50% 
marks. 

Candidates appearing for final year 
degree examination can also apply. 
HOSTEL FACILITY: Provided 
separately for boys & girls. 
FOREIGN/NRI APPLICANTS: 
Admission based on GMAT scores. 
HOW TO APPLY: For Admissions 
2009 - 2011 please visit our website 
www.bift.ac.in and download 


application form with / without 
Overseas Study Module. 


EDUCATIONAL LOANS: Being 


offered by several banks as per 


banking norms. 











sectors such as manufacturing, retail, telecom, 
banking and finance, aviation and BPO, has 
seen its rolls shrink to about 65,000 from over 
100,000 a year ago. Naukri.com, the largest on- 
line job advertising service, has seen the job list- 
ings fall by a third to 70,000 in April 2009 from 
July 2008. "Our listings show the slide in hiring 
of people with some work experience. The drop 
in freshers' recruitment from campuses is down 
by 50-60 per cent," says Hitesh Oberoi, COO, 
Info Edge (India), the company that owns 
Naukri.com. NIIT Uniqua, a. BPO training 
school started by NIIT six months ago in part- 
nership with Genpact, currently has only 200 
students in its classes across its 12 centres. "Peo- 
ple are waiting for the hiring to pick up before 
investing in training," says Ashish Basu, presi- 
dent, New Businesses and Incubation, at NHT. 

Sunil Kant Munjal, chairman of Hero Corpo- 
rate Services, which runs the Hero Mindmine 
Corporate Training Institute, points out that 
there has been a 60-65 per cent drop in place- 
ments at second-tier private engineering insti- 
‘tutes and a large number of students are opting 
to pursue higher studies to become more em- 
ployable or are starting small businesses as a 
way out. 

Tendulkar of PMEAC, who prefers to speak 
as a professor of economics than as PM's advi- 
sor, finds the concern about unemployment 
misplaced in a country largely dependant on 
self-employment — two-thirds in the rural ar- 
eas and two-fifth in the urban areas. For him, 


the job problem is a result of lack of quality 


of labour. 


The Quality Gonundrum - 
Munjal considers demographic dividend. a 


else;" he says. 

“We've this conundrum of surfeit of unskilled 
and less-educated labour,” says Tendulkar, “that 
can only be absorbed in manufacturing activi- 


7 ties and à scarcity of well-educated, skilled and - 


a. panache in ‘limbo. T 

mere notion. “It reflects potential, but little | 
: and training opportunities fort 

more employable. LL x 





technically trained employable labour that is 


being absorbed in exportable activities.” He be- 


lieves the only sustainable way to achieve high 
job creation is to improve the quality of jobs — 
through rise in productivity and raising real re- 
turns to labour. “Though initially, there is a neg- 
ative correlation between improved productiv- 
ity and the rate of job creation, with a lag, the 
areas with higher labour productivity create 
more jobs through higher growth,” he says. 
“The high level of self-employment is not a 
proof of some overweighted Indian entrepre- 
neurial gene, but is a proof of our failure to cre- 
ate non-farm jobs,” says Manish Sabharwal, 


CEO of Teamlease, pointing out that the unor- E 


ganised sector is still hiring at Rs 1,200-2,000 à 
month. Even the companies in organised sector 
are lowering both their standard of wages and 
skill requirements. "There is a huge mass of 
low-productivity, low-wage employees out 
there," he says. 

A key source of the employability problem is 
the trainers and employers' insistence on for- 
mal education. Gokarn regrets that, "There is a 
stigma attached to not finishing school, and 
that is currently a big barrier to acquiring skills 
and jobs.’ He would like to see reading, writing 
and mathematics skills accessible to every will- 
ing person outside the formal schooling system. 

Shoddy governance at the state level is partly 


to blame for turning India’s demographic 


dividend into a demographic problem. *The 
rural sector is the key to harnessing the demo- 
graphic dividend, as that is where this dividend 
lies. The state governments must not only 
improve the delivery of job and education pro- 
grammes, but also free up rural trade and 
industry by changing laws such as the Agricul- 
tural Produce Marketing Committee (APMC) 
Act,’ Debroy prescribes. 

For Tendulkar, the large-scale job losses are 
a false alarm and India will grow its way out 
of trouble, albeit if the economy grows at a 
sustained rate of 7.5 per cent or more and 
employability of the working-age population is 
improved. He expects the economic growth to 
revivein the last quarter of 2009. 
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Bulk orders 
from virtual 
operators 
can boost 


cellcos’ 
revenues 





MOBILE VIRTUAL NETWORK OPERATORS (MVNOS) 
might prove to be the saviours of cellphone serv- 
ice providers. These companies that buy airtime 
and SIM cards in bulk from cellcos and sell 
them under their own brand got the govern- 
ment clearance to operate in India in February 
this year. These bulk orders, analysts believe, 
will help cellcos shore up their ARPUs (average 
revenue per user) that have fallen from about Rs 
450 in 2000 to less than Rs 200 today. For one, 
the advent of MVNOs is expected to help the six 
new telecom licencees — Datacom, Swan Tele- 
com, Unitech, Shyam Telelink, Loop Telecom 
and Spice — ramp up numbers faster than pro- 
jected. Second, they will allow well-entrenched 
cellcos such as Bharti Airtel, Reliance Commu- 
nications and Vodafone to enhance their focus 
on institutions and small and medium enter- 
prises for higher revenues and better utilisation 
ofthe networks, not to mention the volumes es- 
sential for deriving economies of scale. 
Domestic cellcos have already drawn up plans 
to share network resources with MVNOs with a 
caveat: they must take over the low-ARPU cus- 
tomers, says a senior executive in Bharti Airtel. 
An executive in another celleo confirmed the 


national dairy, a multi product retail chain, 
school chain, three major cable operators — two 
in the north and one in the east.” However, the 


_ conversion of interest and queries into business 
would depend on the licence fee and scope of 


services that can be offered. 

 Aecording to an Ernst & Young report, several 
low-price MVNOs operate in many markets 
where differentiation from cellcos on pricing is 
crucial to success, These MVNOs offer discounts 
on local voice, long-distance voice and voice 
roaming services — mostly on the prepaid plat- 
form. There are an increasing number of low- 
price MVNOs targeting migrant workers or 
higher-value business customers, expatriates in 
countries such as Taiwan. "This would definitely 
be the dominant strategy, but not the only strat- 
egy, says Manesh Patel, partner, risk advisory 
services, Ernst & Young. "Malaysia, for instance, 
has seven MVNOS, some as specialised as cater- 
ing to Tamil language speakers and customising 
voice services and tariffs around it, says Gautam 
Balakrishnan, director of Mumbai-based ana- 
lyst firm Optsoe Consultant. 

"Traditionally, mobile network operators 
(such as Bharti, Reliance, Vodafone and Tata) 
have ignored their low-ARPU customers, as 
they see them as a drain on the network," says 
Balakrishnan. But with an MVNO developing a 
business model with niche customers, as in the 
case of Virgin, where youth is the target seg- 
ment, “it is a win-win situation for cellcos and 
MVNOS; he says. 

The excitement, however, seems to overlook 
the below-par performance of India's only 
MVNO. UK-headquartered MVNO Virgin Mo- 
bile has so far disguised itself as a partner of Tata 
Teleservices in the Indian market.The company 
was non-committal about picking up an MVNO 
licence despite the government permiting 
MVNOS to operate in the country. It offers serv- 
ices in 19 of India's 23 circles, though it barely 
has an estimated 140,000 customers since its 
launch in 2008. The industry has added 120 
million subscribers in this period. 

Yet, industry sources say Virgin would be the 
first to seek an MVNO licence to cash in on the 
first-mover advantage and on the youth seg- 
ment that it has been nurturing since its launch. 
Virgin did not respond to BWs queries. x 

The rush to launch MVNOs may increase the — 
choices for customers, but a Virgin-like market 
penetration would hardly make them the sav- 
iours that celleos are banking on. — 
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IIM Ahmedabad, 

IIM Calcutta and XLRI, 
Jamshedpur, have 
retained their 

leading positions 


FOUR B-SCHOOLS FROM INDIA'S FINANCIAL CAPITAL 
Mumbai have muscled their way into the Top 10 
of the BW B-school survey (conducted by Syno- 
vate India) this year. That is double the number 
of slots Mumbai-based schools occupied in the 
last survey of 2007. But they are yet to make a 
mark right at the pinnacle where, in the absence 
of the Indian Institute of Management (IIM), 
Bangalore, (which chose not to participate in the 
survey), the top three B-schools held on to their 
ranks of the 2007 survey. IIM Ahmedabad con- 
tinues to be the most preferred B-school in In- 
dia, ahead of IIM Calcutta by a wide margin. 
Jamshedpur-based Xavier Labour Relations 
Institute (XLRI) remains at No. 3. 

The real surprises, however, lie beyond the 
top three. IIM Lucknow, which is the only IIM 
to set up a branch (in Greater Noida), has 
moved up three places from No. 7 in 2007 rank- 
ing to No. 4, so has the National Institute of In- 
dustrial Engineering (NITIE), Mumbai, which 





moved to No. 5 from No. 8. IIM Indore has 
done even better, climbing four spots to No. 6. 
The only institute that has slipped and yet re- 
mained in the Top 10 is the Faculty of Manage- 
ment Studies (FMS), Delhi, which has gone 
down to No. 7. 


Learning Experience 

There are just two new entrants in the Top 10 
this year. Mumbai's Narsee Monjee Institute of 
Management Studies (NMIMS), which was 
ranked 12th in the 2007 survey, has climbed to 
No. 10. And Jamnalal Bajaj Institute of Man- 
agement Studies (JBIMS) — which did not 
participate in the 2007 survey — has occupied 
the No. 8 slot. Even though the Top 2 have 
pretty much swept the ‘living experience’ 
charts, it is institutes such as the Shailesh J. 
Mehta School of Management at IIT Bombay, 
Symbiosis in Pune and the Department of 
Management Studies at IIT Delhi that have got 
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the maximum score (130) on 
ving experience, 
iterestingly, seven of the 
rall Top 10 have failed to 
- find a place among the Top 10 
"án living experience with 
Mumbai's NMIMS at the low- 
est (No. 46) and FMS at No. 
. 43. On learning experience, 
-NMIMS has secured the No. 1 





: know at No. 2. The surprise el- 
 ement is in the three of the 
-overall Top 10 — FMS, SP Jain 


- - Research and JBIMS — which have been 
_ ranked very low at 37, 28 and 36, respectively on 
learning experience. 

In placement experience, IIM Calcutta has 


> outscored IIM Ahmedabad for the No. 1 position, 


| _ while Mumbais NITIE takes the third spot. The 
v worst ranked of the Top 10 is Mumbai's NMIMS 


-  at34. The real reason why no college has been 


able to trounce HM Ahmedabad is that nobody 
has been as consistent. Despite ranking at the top 
in only two of the five parameters, HM Ahmed- 
abad remains the overall leader by a wide mar- 
gin because its chief rivals have swung wildly on 
other parameters. IIM Calcutta has been ranked 

<No. 20 and No. 7 in return on investment and 


. learning experience, respectively, while XLRI is 


* at No. 13, 11 and 6 on living, learning experience 


RANK OVERALL 


2009 


RANK 
2007 


Best 
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Background Watch 


The Top 10 B-schools have 82 
per cent ieee a 





Base: 1,832 students 
source: BW-Synovate B-school survey, 2008 


and placement experience. 

IIM Ahmedabad's lowest 
rank is No. 28 on interna- 
tional exposure. The survey 
has clearly outlined the dissat- 
isfaction with several manage- 
ment schools over interna- 
tional exposure. ITM Calcutta, 
HM Lucknow and Mumbai's 
NMIMS top the chart here. 
The worst rank, among the 
overall Top 10, though has 
gone to Mumbai's JBIMS: it 
has been ranked No. 59. 


Interesting Mix 

Behind these rankings lie some interesting 
nuggets. The profile of students going for an 
MBA programme presents an interesting pic- 
ture of the blend in the classrooms even though 
engineering graduates continue to dominate 
most B-school classes. Eighty two per cent of 
students at the Top 10 schools are engineering 
graduates, 6 per cent commerce and 5 per cent 
science graduates. In comparison, schools 
ranked 11-20 have barely 59 per cent engineer- 
ing graduates, while 14 per cent are commerce 
and 8 per cent are science graduates. 

As a secular trend, students with work experi- 
ence are enrolling into-B-schools. While fresh 
graduates constituted as much as 80 per cent of 
the batches up to the mid-1990s, today students 
with no work experience make up just 35 per 
cent of the Top 10 institutes. Those with two- 
three years of experience constitute as much as 
44 per cent of the batches. As a consequence, 21 
to 25-year-olds account for 77 per cent of 


the classes of the Top 10 B-schools. Gender 


equality, however, is yet to make a headway in 


the corridors of these hallowed buildings with 


males still grabbing 83 per cent of the seats in 
the Top 10 colleges. 

We hope that these broad findings and many 
more specific upshots in the B-schools ranking 
tables that follow will assist you in breaking 
through the clutter as you go on the hunt for 
your preferred management institute. 
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a MBA at IITs INDILS 


ia li * IT HAS BEEN TWO YEARS SINCE ROHIT DESHMUKH, 
hic a l 1e i 28, joined Marico India as a business applica- 
tions manager, where he acts as an interface be- 


tween the company’s IT and supply chain func- 
tions. Deshmukh, an engineer from Mumbai 
by Chetna Mehra University, had final calls from Indian Institute 
of Management (IIM) Kozhikode and Indian 
Institute of Technology (IIT) Bombay’s Shailesh 
Management courses at IITs are J. Mehta School of Management (SJMSOM), 
" . . which ranked No. 14 in BWs 2009 listing of best 
catch | ng u D with top B-schools in B-schools. He opted for IIT over the IIM brand, 
a . *after discussing my options and career interests 
this year's BW ranking with many people inii the industry". Like 
Deshmukh, scores of engineers are finding man- 
agement nirvana in Departments of Manage- 
ment Studies (DoMS) at the IITs. 
It is not difficult to see why. Despite the ongo- 
ssi ww ing slowdown, the average domestic salary of an 
B» "8 84 SJMSOM graduate was Rs 10.29 lakh per an- 
num this year. Last year, that number had shot 
Stud up 44 per cent from 2007, reaching Rs 13.96 
lakh, on a par with IIMs. Similarly, ITT-Delhi's 
ALL irs t DoMS boasted an average domestic salary of Rs 
11.92 lakh last year, and Rs 9.47 lakh this year. 
The IITs, India’s premier technology learning 
centres, were established more than half a cen- 
tury ago, but the move to provide management 
education began only in 1993, when IIT- 
Kharagpur founded Vinod Gupta School of 
Management (VGSOM). Subsequently, the 
ee ý other IITs too joined the bandwagon — IIT- 
The management rcc SAMES S ea Bombay (in 1995) IIT-Delhi (in 1997), IIT- 
"programme oe Madras (in 2001), IIT-Kanpur (in 2001) and 
"Started in 1997 IIT-Roorkee (in 1998). *When IITs got into 
management education, their theory was to 
Bs. É turn technical students into techno-managers 
m | as they realised most students go for an MBA 
degree after engineering," says V.K. Nangia, 
who heads ITT-Roorkees DoMS. 
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The Good... 

One area where IITs compare favourably with 
top rung B-schools is faculty. “Our faculty mem- 
bers are all experts in their respective fields,” 
says Karuna Jain, head of department at SJM- 
SOM. Recruiting only doctorates is a regulatory 
requirement — as per guidelines of Ministry of 
Human Resource Development (MHRD) — 
which proves to be a limitation for the IITs. ' 
“Our constraint inbringing in good faculty is 
mainly the requirement of PhD,” says Surendra 
Singh Yadav, head of IITT-Delhi' s DoMS. As a re- 
sult, the faculty-student ratio is a bit un- 
favourable. For example, IIT-Delhi has 15 core 
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FACULTY OF MANAGEMENT STUDIES 


INSTITUTE OF RURAL MANAGEMENT, JAIPUR 


(Recognised by AICTE, Ministry of HRD, Government of India) 


ADMISSION NOTIFICATION 


Session 2009 - 2011 













PGDM : Specialization in Marketing, Finance, HRM, IB 
PGDM-RM (Rural Marketing) 


Ranked A+ among the Top Business Schools of India during the past 5 years 
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IRM is nationally recognized as a Centre of Excellence in Management Training, Research and Education. The institute organizes 
humerous research studies sponsored by Central/State Governments. FMS-IRM is moved with the objective of imparting quality 
education in management in general and promotion of Rural Management as a scientific discipline in particular. Established in 
March, 1988, the FMS-IRM has earned an enviable name and is acclaimed as a business school of repute in India. 


* Spread over 100 acres campus including the Rural 
& Main City Campus. 

* State-of-the-art computing facility with over 100 
terminals andlatest softwares. 

* Computerised Library with more than 29,000 books, 
periodicals & connected to DELNET. 

* Hostel facility with a capacity of over 250 students 
in addition to the executive hostel facilities. 

+100% Placement track record assisted by 
Placement Cell. 


* PGDM 
* PGDM - RM (Rural Marketing) 


All candidates will be required to appear in MAT conducted by AIMA, New Delhi. 
Final selection is based on over-all scores obtained by the candidate in MAT 
exam followed by Group Discussion, Personal Interview and Academic Record. 


A Bachelor's Degree (10+2+3) or equivalent in any discipline with not less 
than 50% marks in aggregate. Candidates appearing for the final degree 
examination in the year 2009 can also apply. 


Aspirants who opt for admission in IRM, Jaipur in their MAT application form 
only are required to apply on prescribed application form obtainable 
alongwith Information Bulletin from the Registrar, FMS-IIRM Campus, Tagore 
Marg, Mansarovar, Jaipur-302020 on payment of Rs. 800/- in cash or Rs. 
850/- by D.D. (in case of postal request) drawn in favour of "Indian Institute of 
Rural Management" Payable at Jaipur. 


IRM CAMPUS: Tagore Marg, Mansarovar, Jaipur-302020 
OFFICE : 0141 - 2395402, 2396648, 2397551, 2399071, Fax: 091-0141-2397512 ¢ Gram RURALMAN 


E-mail: iirm@iirm.ac.in Website: www.iirm.ac.in 











As most students 

are from similar back- 
grounds, classroom 
discussions and interac- 
tions have less variety 


^ 





faculty at its DoMS. Given 250 students, the 
faculty-student ratio is 1:17. "The ideal ratio is 
1:11,” says Yadav. 

The technology-oriented culture at the IITs 
helps students broaden their horizons. “They 
share hostels and classrooms with BTech, 
MTech and PhD students and work on projects 
with them. This enriches the overall experi- 
ence,” says Deshmukh. MBA offered by IITs has 
another advantage: low fees. An IIT student 
pays around Rs 3 lakh for the two-year MBA — 
Rs 4 lakh less than the cheapest IIM. “IITs are 
government institutions, so a big chunk of the 
funds comes from the MHRD,’ says Yadav. 


-.. The Not So Good... 
There are a few cons, too. Unlike premier B- 
schools, some IITs don’t hold student and fac- 
ulty exchange programmes with B-schools 
abroad. “We don’t see such tie-ups taking place 
in the near future,” says IIT-Roorkee's Nangia. 
Then, IITs-DoMS are among 27 departments 
in the institute and not standalones like 


IIMs, so they lack the B-schools’ flexibility of 
changing syllabus, structure, methodology of 


teaching, etc. 

The fact that IIT students are all technica! 
people can also be a limiting factor. “It becomes 
a disadvantage sometimes as most students are 
from a similar stream of education and think 
alike. So, classroom discussions and industry 
interactions can get quite boring,” says Nangia. 

In terms of jobs, however, their background 
works in their favour. “These MBAs have a 


eee MBA at ITs 


good mix of technology and busi- 
ness acumen, and bring several ad- 
vantages, especially in the areas of 
business technology strategy, proj- 
ect execution strategy and analyt- 
ics,” says Sriram Rajagopal, assis- 
tant vice-president of human 
resources at Cognizant Technolo- 
gies. Adds Isaac George, who heads 
the management campus hiring 
team at Wipro Technologies: “A 
technical background helps even in 
managerial profiles as we are a 
technology company.” 


... And The Different 

The eligibility criterion at the IITs is 
a bachelor’s degree in any branch of 
engineering or technology (mini- 
mum four years after 10+2). Those 
having a Masters degree in mathe- 
matical sciences or commerce and 
economics can also apply. “These 
programmes are aimed to develop 
techno-managerial skills in engi- 
neers,” says Aradhna Malik, associate professor 
at VGSOM. 

IITs conduct a separate MBA entrance 
test called Joint Management Entrance Test 
(JMET). “The quantitative aptitude of JMET is 
much more difficult than CAT, but reasoning 
and data interpretation are of the same level; 
English, however, is easier,’ says Manish Baweja, 
a first-year student at ITT-Delhis DoMS. JMET 
is also easier because the number of aspirants is 
lower. This year, around 300,000 candidates 
gave CAT for 2,000 seats in IIMs, whereas 
JMET was taken by not more than 30,000 stu- 
dents competing for less than 500 seats. 


Some Way To Go 

Some regular IIT alumni, however, still prefer 
IIMs for their MBA degree. “An MBA from 
IIT wouldn't have opened the right kind of ca- 
reer options for me, as their marketing pro- 
grammes aren't that reputed, says Ravish 
Chaubey, an IIT-Madras alumnus pursuing 
MBA at IIM-Lucknow. 

*One of the reasons why IITs don't enjoy 
equal stature is that IIMs are more than 40 
years old," says Nangia. It has been 15 years 
since IITs started offering MBA courses, but 
given the distance they have covered already, 
the gap is fast closing. 
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High Ranked Business School 


Ranked 


“Category A” B-School 
by Business India Survey in 
2005, 2006, 2007 and 2008 and among 


Top 80 B-Schools 
by Business World in 2005 & 2007 
Rank 64 by C-Fore Outlook in 2007 
Rank 54 by C-Fore Mint in 2008 
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SKYLINE 


BUSINESS SCHOOL 
MBA | BBA | MASSCOMM | TRAVEL & TOURISM 


With every major political, social, economic and technological 
change, globalization brings about a change in every part of the 
world. A new world is formed. A world in which, the past is no 
longer an indicator of the future. As such, we expect that business 
executives will find themselves operating in a number of new worlds 
in their professional life. At Skyline, our objective is to prepare our 
students to excel in every new world they find themselves in. 





Ability to analyze and apply the management knowledge to the fast 
changing business world will be the key to success. And that is what 
students learn to do at Skyline through an appropriate mix of theory 
and practice. 


Faculty with professional experience | Extensive Library and research resource 
Focus on soft skills | Close interaction with industry | Use of multiple learning tools 





SKYLINE BUSINESS SCHOOL 


Delhi Campus : Tel. : 011-2686 4848, 2686 6968 
Call/SMS@Mobile 9810005021 

Gurgaon Campus: Tel. : 0124-4361707, 4361708, 4381709 
Call/SMS@Mobile 9810877385 


www.skylinecollege.com $ 
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2008 


by Ghetna Mehra 





"Average domestic salary per annum Source: BW research 


The dip in salaries being offered 
on campus at the IIMs is in sharp 
contrast to the annual fee hikes 


downturn, a natural question that comes up is: 
are returns keeping pace with the costs? They 
sure were in the previous years, but the picture 
looks gloomy this year considering the rate of 


IF YOU HAD JOINED IIM AHMEDABAD (IIM-A), 
India’s premier business school (B-school), in 
2006, you would have had to pay Rs 3.5 lakh in 
fees, which was 12 per cent higher than the pre- 
vious year. Two years later, when the campus 
placement process ended in a job for you at an 
annual salary of Rs 17.85 lakh (assuming 
you got the average domestic salary offered 
that year) 30 per cent higher than what 


your immediate seniors got, that would have 


been adequate compensation for the higher fee. 

Over the past five years, each new batch en- 
tering the top three Indian Institutes of Man- 
agement — ITM-A, HM Bangalore (IIM-B) and 
HM Calcutta (IIM-C) — has had to pay higher 
fees than its predecessor. 

What is new this year, but not unexpected, is 
that there has been a dramatic drop in salaries 
being offered on campus. Though the fee hikes 
this year have not been as steep as last year, the 
drop in salaries has revealed an entirely differ- 
ent trend. With B-schools grappling with the 
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Í FMS, Delhi 

E JBIMS, Mumbai 
" i NIIE, Mumbai 
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— SPJIMR, Mumbai 


] XLRI, Jamshedpur 
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annual fee hikes in contrast to the dip in 
salaries. For instance, if you joined IIM-A in 
2007, and not 2006, you have nobody to blame 
but, well, the economy. You not only paid 7 per 
cent higher fees (Rs 2 lakh annually as com- 
pared to Rs 1.77 lakh in 2006), but also faced a 
32 per cent drop in salary offers (average do- 
mestic salary offers fell from Rs 17.85 lakh per 
annum last year to Rs 12.17 lakh this year). 

In terms of pure ratios, therefore, you could 
argue that the value you derived for the money 
spent this year was lesser than you could have 
last year. And this cuts across all business 
schools. In IIM-B, for instance, for students 
graduating in 2007, the fee increased by Rs 
75,000 and average salary went up by Rs 1.3 
lakh. This year, however, the average salary 
slipped considerably, followed by an annual fee 
hike of Rs 50,000. 

The scene was no different at IIM-C, 
where the average domestic salary was Rs 12.7 
lakh, compared to Rs 16.4 lakh last year, a 
drop of almost 23 per cent. Annual fees for 
the course period (2007-2009), on the 
other hand, went up from Rs 1.75 lakh to Rs 2 
lakh in 2007, and then from Rs 2 lakh to Rs 3.5 
lakh in 2008. 

It's quite evident thus that people who passed 
out in 2008 got a better deal in terms of salaries 
and had to pay less too, as compared to the cur- 
rent batch of students. 

For those passing out next year, things don't 
seem very encouraging as both the global econ- 
omy and the job market will take time to recover. - 


The situation can improve only if the economy ^ 


makes a miraculous recovery. 
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Eastern Institute For 
Integrated Learning 
LLLI in Management 


Rated the Next Best B-School 
after IIM - Calcutta 


CSR - GHRDC survey, 2008 


EIILM is the one & only A’ ranked 
B-School in Kolkata & West Bengal 
for consecutive 2 years 


Business India - 2007 & 2008 


"v NA ru 
~~ Let WinningBe Your Habit.“ 


Ranked amongst one on the Best B-Schools in India 


Specially designed curriculum to teach you takle Selection, curriculum designed and the 
contingencies. placement process. 

Compulsory foreign language to give you a global e Distinguished Faculty who have taught across 
edge. the globe help you explore new paradigms in 
Constantly upgrade curriculum in keeping with learning and innovation 


the times. © Business Leaders mentor and enable you to lead 


Industry Consortium Members partner in student in ways that inspire & transform. 


EIILM has achieved a record of 100% summer and 
final placement in India & abroad for the students. 


Eastern Institute For Integrated Learning In Management 


6, Waterloo Street, Kolkata - 700 069 INDIA 
Phone : (91) (33) 22100911/12/13 Mob : 09230504452/46/53/57 Fax : (91) (33) 22100909 
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Room With 
A View 


by Binu Kwatra 


Business schools are increasingly 
looking to churn out 
business-ready managers 


REAL EXPOSURE: 
Students at Mumbai's 
SPJIMR participate in a 
mock stockmarket 
trading session 





THEY WERE INVESTORS OBLIVIOUS TO THE ECO- 
nomic slowdown. Except that they were not real 
stockmarket players, only the audience — com- 
prising business school students from across 
the country — at the annual entrepreneurship 
event, Lock Stock and Trade, at SP Jain Institute 
of Marketing and Research (SPJIMR). After 
mock trading in 18 stocks, each represented by a 
team of SPJIMR students, that lasted for about 
four hours, the one with the largest market cap- 
italisation was declared the winner. 

The companies in this simulated trading 
game, however, were not make-believe firms, 
but real first-generation businesses. SPJIMR 
students who opted for a course called Manag- 


INDIAS 


A SURVEY 





ing New Business Initiatives last year, helped 
these budding entrepreneurs translate their 
ideas into scalable businesses. “We work with 
TiE (The Indus Entrepreneurs) and ask them to 
suggest the names of the entrepreneurs,’ says 
Suresh Rao, chairperson of Centre for Entre- 
preneurship at SPJIMR. 

This Wharton-style entrepreneurship pro- 
gramme was started by the Mumbai-based 
business school in 2005. Even at the Wharton 
Small Business Development Center (SBDC), 
dozens of undergraduate students provide con- 
sultancy to venture capital-backed start-ups 
every year. B-schools in India 
are also increasingly realising 
the need for providing hands- 
on experiential learning to 
churn out business-ready 
managers. These pedagogical 
tools go beyond the summer 
internship and regular proj- 
ect work that have for long 
been part of management 
courses. “Each student 
should have several options 
on how to learn,’ says M.L. 
Shrikant, dean of SPJIMR. 

But it isn't as if the wisdom 
to expose students to real-life 
situations dawned on B- 
school instructors recently. 
Way back in 1978 The Whar- 
ton School established the 
Global Consulting Practicum 
(GCP). This elective course is 
now also offered by the In- 
dian School of Business 
(ISB), which has an academic 
alliance with Wharton that, 
according to the ISB's website, *...has benefitted 
over 100 partner companies worldwide 
through sound recommendations which gener- 
ated more than $400 million in incremental 
revenue”. Students from Wharton and ISB 
jointly help Indian companies enter the North 
American market or enhance their positions in 
that market. The ISB-Wharton GCP has 


SATHEESH NAIR 


Mahindra & Mahindra, Max India and Apollo P” 


Hospitals among others, as partners. 


Socially Sensitive Too 

A group of students from Xavier Labour Rela- 
tions Institute (XLRI), Jamshedpur, opted out 
of placements this year to pursue an alternative 
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displacement of people during the construction 
-. ofa plant, a dam or an SEZ. Bhatia says top B- 
schools such as Indian Institutes of Manage- 
ment (IIMs) at Ahmedabad, Bangalore and 
Kolkata have voluntarily come forward tó build 
a rigorous syllabus that measures the qualitative 
and quantitative impact of a manager's decision. 


Cun IVAURH 
Research 


NAME OF THE eae 
eaching consume 
B-SCHOOL | 


hours 


project 


undertaken 


2009" 


The life of the man who transformed GE into 
one of the world’s most valuable companies — 
Jack Welch — no doubt would be a manage- 
ment lesson in itself. From Welch to Winfrey — 
the traditional case study method remains the 
dominant teaching methodology at the mecca 
of business education, Harvard Business 
School. And in India, it is a tool still extensively 
used by the “centres of excellence’, the IIMs, as 
well as others. “It is still one of the most power- 
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Figures are scores out of 10; *Leaming Experience ranks in BW-Synovate Reschanl survey 2009; **classrocrn 
teaching; ISWBM: Indian Institute of Social Welfare & Business Management, AIMS: Acharya institute of 
Management and Sciences; NITE: National Institute of Industrial Engineering, ABA: Alliance Business 
Academy: NMIMS: Narsee Monjee institute of Management Studies; IMi international Management institute 











career. They have formed Parichay, an organisa- 
tion that markets artefacts made by artisans in 
rural areas. Another group is selling ox-driven 
generators with entries in their order-book 
swelling. The inspiration, of course, comes from 
the mandatory exposure to the rural sector at 
XLRI. "Students are given topics such as sanita- 
tion, health and they sometimes take part even 
in water-harvesting activities,” says Dean Pin- 
gali Venugopal. 

At SPJIMR, many students go to villages un- 
der the Development of Corporate Citizenship 
(DOCC) programme. They spend six-eight 
weeks in rural areas tackling issues, from finan- 
cial to environmental, in partnership with 
NGOs. “The students provide managerial in- 
puts. The outcome is very good. They bring out 
rich documents,” says Nirja Mattoo, chairper- 
son of Centre for DOCC at SPJTMR. 

But this seems to be just the beginning as far 
as imparting socially sensitive business educa- 
tion is concerned. The Center for Business Edu- 
cation of US-based Aspen Institute is trying to 
take this forward with the agenda — preparing 
leaders for social and environmental steward- 
ship. The India chapter of its Teaching Innova- 
tion Programme (TIP), an initiative to weave 
sustainability and community issues into main- 
stream courses, is working on devising a new 
curriculum for Indian management institutes. 

Rues Amit Bhatia, fellow at Aspen Institute 
India, who is involved with TIP India, “At pres- 
ent, a lot more needs to be taught as far as the 
tradeoffs between extreme capitalism and social 
values is concerned. For instance, climate 
change issues are not part of the curriculum.” 
TIP’s simulated case studies depict socio-eco- 


nomic challenges that managers face, such as - 


lay-offs following an acquisition or large-scale 
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ful methods,” says A. Koshy, chairperson of the 
postgraduate programme at IIM Ahmedabad. 

But the approach is fast changing from 
teacher-centric to participant-centric. Har- 
vard's Global Colloquium on Participant-Cen- 
tred Learning is a fortnight-long programme 
that aims to help B-school teachers become 
more effective by learning from their own 
teaching. For the first time last year about seven 
management professors from India were also 
selected for the colloquium. And if it is Harvard, 
the focus is no doubt on teaching the case 
method and mastering case writing. Kavita 
Singh, professor of Change Management and 
Organisational Behaviour at Faculty of Man- 
agement Studies (FMS) in Delhi, who went 
through this rigorous two-session course, says it 
has helped her tremendously: “I could not be- 
lieve that with one case, you can keep the same 
group engaged for three-four hours and at the 
same level of interest." 

Koshy, who is also a professor of marketing, 
believes that innovation can be done within the 
classroom. He cites a simple exercise that he 
asked his students to do — to speak to three cus- 
tomers each before coming to class. When 
asked what they learnt from the experience, one 
student candidly said, "I learnt that I don't 
know how to ask questions and I don't know 
how to listen.” Is this innovative? "No," says 
Koshy, “but this is what learning is all about.’ 
So, while many management professors swear 
by more traditional teaching methodologies, 
others continue to devise elaborate ways to 
make learning by discovery a reality. 


binu.kwatra @a bp. in 
_For regular updates on B-schools 
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Centrally airconditioned world class campus of SCMS-COCHIN 
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Cover Story comment 


It's A Matter 


Of Attitude 





To better 


prepare 
managers to 
deal with 
crises, B- 
schools sho- 
uld instil the 
right attitude 


by r. gopalakrishnan 


REAL-LIFE BUSINESS CHALLENGES AND CRISES ARE 
characterised by environmental uncertainty 
and unexpected obstacles. These create a loss of 
self-confidence and risk-aversion among the 
operating team members. Robust response to 
crises usually calls for the four Cs of calmness, 
curiosity, courage and connectedness (with 
people and reality). These have to be learnt and 
cannot be taught. An MBA curriculum cannot 
realistically prepare its graduates to handle 
business crises ‘very well’, especially the kind of 
crisis that the world is currently experiencing. 

Notwithstanding the limitations, institutes 
can improve their curriculum continually to 
mentally condition students in two ways: first, 
by asking the students to solve life-like prob- 
lems and learn from simulated models because 
these can embody the cumulative learning of 
battle-scarred veterans; second, by instilling 
stronger attitude and character in the students. 

So far as models and simulated games are 
concerned, corporate games costing over $1 
million apiece to run are available. Companies 
such as Airbus, BNP Paribas, L'Oréal and IBM 
are teaming up to develop new simulation 
games. Users applaud the experiential learning 
that students get through online games, and a 
multimedia experience that immerses the par- 
ticipant in a realistic business situation. 

The issue of instilling better attitudes is more 
complex. The careers of experienced leaders 
such as Al ‘chainsaw’ Dunlap and Dick Fuld 
suggest that learning attitude involves life-long 
learning. Such leaders were initially bright 
graduates, but soon joined the ‘bully boy school 
of management’. An ideal MBA programme 
should deliver a judicious mix of knowledge, 
skills and attitude. Students should be humbled 
by the knowledge they acquire at B-school, not 
become cocky or arrogant about it. The better 
colleges do a decent job of equipping students 
with skills, but a patchier job with shaping their 
attitude. This can be remedied to some extent 
through recalibrating the relative emphasis on 
knowledge, skills and attitude. I am encouraged 
that several MBA colleges in India adopt prac- 
tices which aim to improve students’ attitude. 


INDIA'S 






2009 


A SURVEY 


The faculty of management institutes might put 
their heads together to develop some best prac- 
tices for wider benefit. 

Many Tata firms recruit from Mumbai's SP 
Jain Institute of Management & Research, 
which emphasises a blend of western efficiency 
and eastern ethos. This institute seeks to explic- 
itly influence practice with values through pro- 
grammes such as Corporate Citizenship, Gita 
Shivir, and Personal Growth Lab. Recruiters 
would argue that the attitude training of stu- 
dents from the top 10-15 MBA colleges offers an 
opportunity for improvement — indeed enlight- 
ened management teachers concur. In the Tata 


Administrative Services programme, for exam- . 


ple, company mentors spend a disproportionate 
amount of time in remedying this aspect — and 
when shown the path, the recruits are very re- 
sponsive because they are intelligent youngsters. 
In cooperation with the Centre for Creative 
Leadership, the Tata Management Training 
Centre (TMTC) undertook research on what 
kinds of lessons leaders in India usually learn 
and how they learn them. The research paper 
suggests that leaders learn from three ‘worlds’ 
in which they participate — their ‘Inner World’ 
(self awareness, confidence, life goals), “World 
of Getting Things Done’ (operational skills, 
leadership, technical aspects) and the "World of 
People’ (managing subordinates, team play). 
Within these three clusters, the most fre- 
quently learnt lessons are about becoming more 
confident, awareness about one’s strengths and 
weaknesses, learning to execute ideas, and bet- 
ter understanding of the leadership process. 
“Corporate leaders in India learn the most from 
doing challenging assignments (46 per cent) 
and only a minor part through classroom train- 
ing (3 per cent),” the TMTC report states. 
Unlike mathematics and science, where there 
is a significant role for theoretical work, man- 
agement is an applied subject — it is more like a 
performing art rather than a subject rich with 
rationality, truisms and pedagogy. Economics 
and social studies form a key plank of the basic 
framework on which managers learn and teach- 
ers teach. That is why management students 


must have practical experience. As a Tata col-- 


league poetically states, “Experience is a non- 
negotiable crucible in which the steel of capabil- 
ity is tempered... the MBA programme cannot 
be a substitute for mindful and reflective doing.” 


The author is executive director, TATA Sons 
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The Problem 
Of Choosing 


by Chetna Mehra 


A close look at faculty, besides key 
infrastructure, is crucial while 
zeroing in on a management school 


Hyderabad’s ISB has an 
excellent placement 
record and also scores 
high on infrastructure 





THERE IS REPUTED TO EXIST A RARE SUB-SPECIES 
within the overall MBA aspirant species. Mem- 
bers of this sub-species apply to just one B- 
school, completely confident in their ability to 
get into that particular campus. If you are part of 
that breed, you can stop reading right now. This 
article is meant for those who apply to many B- 
schools and — if they have worked hard enough 
— also get offers to join from many of them. 
The process of shortlisting schools is relatively 
simple. Scoring well in just a few tests — CAT, 
XAT, SNAP and MAT — makes you eligible to 
apply to at least two dozen different B-schools. 


aa schoo. selection 


INDIA'S 


BEST 


B-SCHOOLS 
2009 


A SURVEY 





The difficult part comes after the initial big hur- 
dles — tests, group discussions, admission inter- 
views — when you need to choose from several 
schools that have offered admission. 

So, how do you go about choosing the right 
school? There are a few parameters you need to 
consider such as infrastructure, area of speciali- 
sation, faculty, placement record, alumni net- 
works and foreign affiliations. 


Infrastructure 

All top B-schools offer exceptional infrastructure 
— libraries, lecture halls, multimedia auditoria 
and hostels. But even 
among these, there are cru- 
cial differences. 

On infrastructure the In- 
dian School of: Business 
(ISB), Hyderabad, leaves 
even the IIMs way behind. 
Part of the reason is that it is 
a new school and it built in- 
frastructure that can com- 
pare with global standards. 
IIM Ahmedabad (IIM-A) 
or IIM Calcutta (IIM-C) 
were set up in early 1960s 
and despite their impres- 
sive facilities, lag just a wee 
bit behind in infrastructure. 

But the newer IIMs have 
more impressive campuses. 
IIM Shillong, for example, 
could be mistaken for a re- 
sort at first glance. Simi- 
larly, IIM Kozhikode boas- 
ts an elegant campus that is 
designed as much for com- 
fort as for efficiency. “Being 
on a hill, the scenic beauty 
provides for good relax- 
ation,” says Sahil Jain from IIM-K. 

The top schools are always upgrading their in- 
frastructure, so if you got admission invites from 
several of them, the infrastructure bit often gets 
mixed up with your choice of cities. 

Colleges at the heart of a big city have a slight 
disadvantage compared to colleges in the out- 
skirts. For example, Faculty of Management 
Studies (FMS) in Delhi and Jamnalal Bajaj Insti- 
tute of Management Studies (JBIMS) in Mum- 
bai hardly offer sprawling campuses. But cities 
have their advantages, too. “Due to its prime lo- 
cation, JBIMS offers its students broader 
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BWSPOTLIGHT 


ESSENTIALSIEVENTSIPROMOTION 


GALGOTIAS 


BUSINESS SCHOOL 


GALGOTIAS EDUCATIONAL INSTITUTIONS receive an Exemplary Honour for 
Quality Education & world class infrastructure - the prestigious 


Award presented by Sh. 


Here's another gem adorning the Galgotias' crown 
... a well-deserved trophy that raises GEI to the 
ranks of global business institutions. Indeed it is a 
celebrated recognition of the institutions' 
commitment to excellence. 

At the glittering function held at five star Hotel 
Metropolitan, the BUSINESS AWARD 2008-09 
was conferred upon GEI. Truly a spectacular event, 
it marked the recognition of GEI among top ranking 
global institutions. Attended by eminent corporate 
leaders, leading educationists and personalities of 
the industry, it was a historic moment for the 
institution. 


This great achievement is the proud successor to 
the glory of Galgotias Business School (GBS) 
being ranked among 'Top Choice' in business 
institutions by Mail Today recently. Sure, these 
coveted distinctions are giving our students a 
definite edge. The corporate giants are 
rushing to recruit our 2009 batch MBA 
students. ICICI Prudential, India Bulls and 
Vodafone have already selected students 
from here. Renowned groups such as Jee Pee 
Infrastructure, R-Systems, Unicon 
Investments, HDFC Bank, Bajaj Capital, 
Wipro BPO, Ujjivan, HDFC Life Insurance and 
many others have actively participated in the 
placement program held at GBS. 


Here's a distinguished faculty with rich 
experience in industry and academia. Experts 
in their respective fields, the faculty members 
ensure that the quality of education imparted 
at GBS is the finest. Our professors and 
teachers, who are highly passionate about 
teaching, are engrossed in upgrading their 
knowledge with the latest developments and 
trends in the industry. This desire is imbibed by 
the students as well. These high profile 
specialists put in all their efforts in synergizing 
theoretical knowledge and practical skills to 
promote all-round professional competence of 
these future managers. 

What gives us a unique advantage over others is 
the globally approved PGDM (trimester) courses 
conducted here. We have a wide range of 
contemporary and innovative curriculum designed 
to enhance knowledge, experience, attitude, 
integrity, communication skills and overall business 
acumen. The two-year program offers 
specialization in Marketing, Finance, HR & 
Operations. 

The world has become a global village. 
International business has undergone drastic 
transformation and to match up to this, besides 
familiarizing our students with the global economic 
and business trends as well as latest management 
practices, theories and models, we also provide 
them interactive learning environment to think, 
reflect, explore and express. 

Mr. Suneel Galgotia, Chairman, Galgotia 
Educational Institutions (GEI) says, "We are 
inclined towards producing world-class human 
resources who can be assets to the industry, to the 


BUSINESS AWARD 2008 
Jai Prakash Jaiswal, Hon'ble Minister for State & Home. 


society and to the world." To endow these human 
resources with a well-rounded and impressive 
personality various activities such as case studies, 
seminars, group discussions, workshops, quizzes, 
academic excursions and institute-industry 
interaction programs are conducted from time to 
time. 

The Career Planning & Development Division 
(CPDD) is in a continuous process to develop 
training and motivational modules that include soft 
skills like stress management, analytical thinking 
and out-of-the-box problem solving techniques that 
improve their employability. 

Besides preparing students for challenging jobs in 
big enterprises, GBS encourages them to become 
successful entrepreneurs. Special programs 





regarding this are organized to help students hone 
their leadership qualities. The Industry Institute 
Liaison Cell works enthusiastically, dealing with 
experts, industrys best employers. It conducts 
exhibitions, consultancies, technical festivals, 
awareness camps, lectures and workshops to turn 
students into entrepreneurs. 


The college conducts extensive interactive 
sessions whereby eminent speakers from the 
industry address the students. This activity 
increases their awareness, enables them to know 
themselves better, align their interest areas with 
their ability areas in the context of job market and 
thus speeds up the process of their corporate 
readiness. Director Prof. (Dr) Renu Luthra is 
guiding GBS to make intensive presence in the 
corporate world. Eminent experts viz. Mr. P.K. 
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Srivastava, Head HR, Metzeler and Mr. Saadi Alvi 
from Honda have guided the students how to link 
academic theory with plant practices. Mr. Sujit 
Shome, Director, Paharpur Industries appreciated 
that GBS has joined their panel to train their 
managers with innovative tools to improve 
communication and team work. For acclimatizing 
students to entry level job functions & scenario, Mr. 
Gaurav Nigam from Airtel conducted a program on 
Selling & Sales Management. 

As a result of the immensely active Corporate 
Resource Centre, GBS is gaining immense 
popularity and recognition within the industry. Since 
May, '08, the institute has had the privilege of having 
hundreds of company personnel visit the campus 
fora variety of activities/interactive sessions. 


GBS is unaffected by the global meltdown, and 
it's quite obvious as the entire corporate world 
seems to have gathered at the campus. Here, 
while our students are getting their dream jobs, 
the companies are finding rarest of fully 
charged & raring-to-go professionals. Indeed 
there's enthusiasm & zest all around. Coveted 
placements at these corporate houses 
undoubtedly reflect the faith & confidence 
reposed in the GBS pedagogy. 

Companies such as ICICI Prudential, Jay Pee 

Infrastructure, India Bulls, Vodafone, HOFC 

Bank etc. have visited here for the MBA 2009 

Batch. Other Corporate committed for 

recruitment of 2009 Batch are Aircel, Idea 

Cellular, Kotak Life Insurance, Kajaria Tiles 

and many others. Some of the leading groups 

viz., Syndicate Bank, Reliance Money, 

Yamaha Motors, ACE Management, Nippon 

Data have also been here for our MBA 2008 

Batch. The outgoing students of GEI have 

90% of them placed in Infosys Technologies 

Ltd., HCL Technologies Ltd., Honeywell 

Automation India Ltd., TCS, Satyam 

Computers, |-Flex, L&T Infotech. Surely, with such 

a high-profile congregation vying for these talented 

youngsters, the meltdown surely is not at Galgotias! 

At the Quiz Contest conducted by AIMA on 27° 

February, 09, 72 teams participated across North 

India wherein the GBS students, Sameer Sharma 

and Nitin Lamba secured a 3rd prize defeating 

teams from IIT Delhi and IMT Ghaziabad amongst 
others. 

LEADING BY EXAMPLE 

* Galgotias Colleges of Engineering & 
Technology is short listed among top 
contenders for the ‘Academic Excellence 
Award’, bestowed each year by His, Excellency, 
the Hon'ble Governor of Uttar Pradesh. 

* Ranked among top Engineering Colleges in 
India by DATAQUEST '08 & OUTLOOK '08 and 
INDIATODAY ASPIRE '08. 

* Over90% placements, 













RESOURCEFUL: 

All top B-schools in 
India offer exceptional 
facilities for students 





interface and interaction with the corporate 
world,” says JBIMS Director C.R. Chavan. 

*I am a Delhiite, so FMS became a preferred 
choice for me, though the campus is smaller 
compared to other B-schools,” says Simrinder 
Kaur, an FMS student. *FMS is among the top 
rung B-schools with better corporate linkages 
and excellent placement records. I wouldn't 
have missed it.” However, infrastructure alone 
should not be your deciding factor. IIM Shil- 
long has better infrastructure than IIM-C, but 
IIM-C’s alumni network and placement record 
would give it a clear headstart. “IIM-C has 
greater brand value among the students and the 
employers with world class faculty,” says Aman 
Goyal, a first-year student at IIM Calcutta. 


Quality Of Faculty 
A close look at B-schools’ faculty is important 
keeping in mind the area one wishes to spe- 
cialise in. For years, IIM-A has been considered 
the best in marketing, while XLRI is the first 
choice for HR courses. While the top B-schools 
tend to teach all subjects competently, a little re- 
search on the faculty can come in handy. "IIM-I 
is the most aggressive among the IIMs and has 
demonstrated a great growth record,” says San- 
jeet Vilas, an IIM Indore alumnus, who cur- 
rently works for Modi Group. "The faculty is ex- 
cellent, too, with suitable industry experience.” 
For specialised areas, taking decisions often 
become easier because some institutes have 
built a reputation in certain courses. For exam- 
ple, if you want to study rural management, 
your first choice would be the Institute of Rural 
Management at Anand in Gujarat. If you wish 
to make a career in manufacturing manage- 
ment, it makes sense to look at IITs, which are 
known more for their engineering courses than 


"d. school selection 


business teaching. *I was looking for an insti- 
tute that blends fundamentals of engineering 
with practices of management,” says Kuldeep 
Singh, a student of Mumbai-based National 
Institute of Industrial Engineering (NITIE). 
“With a six-month internship, NITIE provides 
maximum exposure for students to real-time 
problems faced by industries.” 


Placement Record 

Placement records are an excellent indicator of 
an institute’s reputation in certain fields. If 
banks, for instance, recruit a lot of students 
from a particular IIM, you can be reasonably 
sure that it has an excellent finance faculty. 

ISB and Chennai's Great Lakes Institute of 
Management offer a one-year executive MBA 
course unlike the two-year course offered by the 
IIMs. Also, in terms of placement very few B- 
schools can compete with ISB. The institute has 
moved up in the Financial Times global B- 
school rankings — from 20th last year to 15th 
this year. “Due to the opportunity cost involved, 
the one-year programme works out much 
cheaper compared to the two-year MBA for 
those having a strong work experience,” says 
Ajit Rangnekar, ISB's dean. Institutes such as 
Management Development Institute (MDI), 
Gurgaon, FMS, Delhi, XLRI, Jamshedpur and 
SP Jain Institute of Management and Research, 
Mumbai, also have a great placement record. 


Networks And Linkages 

Alumni networks, industry and international 
linkages also play key roles in overall develop- 
ment, though they are often overlooked while 
choosing a B-school. A school with a strong 
alumni network tends to help your career long 
after you have passed out. Similarly, a school 
with good international affiliations can provide 
you more job opportunities. "The growth that 
IIM-K had experienced was far beyond IIM-I 
and MDI,’ says Jain, who had also received final 
calls from IIM-I and MDI. *The facilities, cam- 
pus, alum, placements were much better and 


_ the seniors were also very helpful at IIM-K^ 


Finally, choose a B-school that promises to go 
beyond just academics. While many schools to- 
day have entrepreneurship courses, only a few 
have strong entrepreneurship clubs and events. 

Read the tables on pages 60 to 80 where you 
will find vital information on some key parame- 
ters for top B-schools of India. 





With inputs from Poonam Kumar 
chetna@ bworldmail.com 


For regular updates on B-schools log on to: 


a N www. businessworld.in 
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Get hired by the | will never be the same 
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business environment. 
PSGIM offers two-year post graduate programme - 
Master of Business Administration, 
a six trimester course affiliated to Anna University 
and approved by AICTE, New Delhi. 


MBA Admission is based on MAT Score, GD, Interview 
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(P5G College of Technology) 
PSG institute of Management 
PB. No.1668, Peelamedu, Coimbatore - 641 004 
Tel : 0422-2577252 / 4304400 Fax : 0422-4304444 
E-mail : info@psgim.ac.in 
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-Belling The CAT 
| Fees at some of the recognised coaching insti- 
tutes that offer complete guidance to CAT 
aspirants, and have branches across India. 
by Chetna Mehra 7 | Time 7 
| | Weekday batch: Rs 23,950 


Coaching institutes offer construc- | Comespondence course: Rs 6,950 and 


E HEC | TO Rs 8,450 (Offers 8-10 mock CATs compared to 
tive su pport to MBA aspirants to 3-5 inthe regular correspondence course) 
Au um | | -Plas factor: Discount is available for those 
clear the entra nce test who scored high in the previous year's CAT 
VERY FEW PEOPLE CAN CRACK THE CAT (common. | Career Launcher " 
Admission Test) without any help. A majority of. | Weekday batch: Rs 27,500 IU 


those who look for assistance usually tum to. | Weekend batch: Rs 29,500 

"MBA test coaching institutes that are mush- -f| Discount: Rs 500 on full payment; Rs 500 if 
rooming in several cities. There are approxi- | you know someone in Career Launcher. 
mately 20 MBA coaching institutes across Correspondence Course: Rs 6,999 and 
India, of which only a handful attractsignifi- | Rs 8,999 (more mock CATs) 
cant number of aspirants. These coaching insti- | Plus Factor: Ex-students get a discount 
tutes hand-hold you through the entire process. IMS. 


— hosting classroom sessions on different sec- 
tions in the test, filling the application form: Weekday/weekend batches: Rs 24,900 
icra s RO alic RC UR Discount: Rs 2,325; 2096 waiver for those 


and even guiding you on group discussions and n : 

personal interviews. With their help, and a little who scored over 8076 i HM Class 10 and 12 

bit of aptitude, cracking the CAT may not be a Correspondence course: NA 

tough call after all. Plus factor: The institute offers more class 
Ideally, your training should begin in May be- hours per week in both the programmes; fee 

cause CAT is held in November every year. That discount for those who scored high in the 

way you get ample time to go through allsec- | Previous years CAT 

tions (data interpretation, quantitative and | MBA Guru 


verbal analyses) and take mock tests. By now, Weekday/Weekend batch: Rs 27,900 
most institutes have already started several Discount: Celebration discount of Rs 5,000 
batches across their branches and will be start- during May; Rs 1,000 on the down payment 
ing more this month. Correspondence course: NA 

Coaching institutes for MBA entrance tests Plus factor: The institute offers online mack 


psc nen aA M Pace PU ed Fs CAT tests for students, which is compatible 
weekend courses (for working professionals). || With the online format. 


Both programmes offer six hours of classes 
every week. Classes of two hours each forthe | PT Education 
three sections are conducted every alternate | Weekday/weekend batch: Rs 27,500 
day of the week in the weekday batches, Discount: Conducts a scholarship-based test 
whereas weekend batches have classes for four | forthe students. Those scoring 33% or more in 
hours and two hours on Saturdays and Sundays, | the test can avail a 40% discount on the total - 
. respectively. The CAT prep institutes offer | fee;a score of 25-32% can get you a discount 
. _ correspondence courses, too, which are no-frill | of 2596. Students from top colleges such as HT T^ 
 .. . courses that offer only basic study materialand | can avail up to 2096 discount. 
work out for mock tests. Co: + es pondence : course: N A 
T2 chetna@bworldmailcom | Plus factor: Offers training for online CAT 
L eT The aboved institutes are among the top 10 coaching insti- 


u tutes that have branches across the country. The fee struc- 
Food ture ieappliest to Delhi centres and may vary across India. 
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CONTINUOUS PROGRESS 
SUCCESS M 





POST GRADUATE DIPLOMA IN MANAGEMENT POST GRADUATE DIPLOMA IN MANAGEMENT © 
we ent to MBA, recognized by AICTE) (Equivalent to MBA, recognized by Al CTE) 





ELIGIBILITY : 50% in Bachelor's degree i in 10-4243 System as recognized in India. Candidates appearing in 
the final year exams may also apply. 
SELECTION PROCEDURE : Selection will be based on Applicant's performance in the CAT (COMMON 
ADMISSION TEST) conducted by Indian Institute of Management, MAT (Management Aptitude Test) P 
conducted by AIMA followed by SELF INTRODUCTION, GROUP DISCUSSION and finally, PERSONAL 
INTERVIEW to determine the aptitude, ability and general knowledge ofthe candidate. 


IMM APPLICATION FORM : Information Bulletin & Application Forms can be obtained by sending s DO Of 


Rs. das In favour of IMM, New Delhi or by paying Rs. 1800/- cash at the counter. 


d TMM has been bulding careers 
since 1969, under the 
dynamic leadership of our 
Founder & Executive 
President, Prof. Jagiit Singh, 
Ph.D [1L5.4.), A Fulbright 
Scholar and a well known 
management expert, 

« Marketing Tower, our 50,000 
aq.ft, State-of-the-Art WI-FI 
Campus situated in one of the 
best Institutional areas, will 
give you the right kind of 
environment in your 
educational pursuit. 

e AH students shall receive a 

EE ECCE Duo) fully 
ET loaded personal Laptop at no 

extra cost. 
;* Ourexcellent programmes shall give you a global exposure 

, and also help you retain local focus to eventually give you 

anedge above the rest. 

| Facilities available at the Institute include spacious & fully 

: equipped Lecture Halis, Well Stocked Library, Computer 


Centre, Seminar & Conference Halls, Recrea 
Centre, Health Club, Medical Room, Ban 
Counter, Bus Facility, Separate Hostel f 
boys and giris and more. 


+ We have with us an excelent pool of eiur 


who besides imparting knowledge 
develop your inners. These inch: 
our full time faculty members, and 
faculty from all over India and Overs 


Being a membership body with aver 12, 506 eus 
from the industry, we enjoy imm 
recognition leading to EXCELLENT PLAC i: 
What keeps you fully occupied for the vé 
spend with us are : Exhaustive Courde 
Latest IT Education, Seminars, Global ! 


as well; as Gueret Countries inctá 
Tunisia, Germany, Nepal, Maldives, Russia, 
Switzerland, USA & UK. 


We train owr students to — m 
Entrepreneurs and not just Managers, oo del 


FURTHER INFORMATION PLEASE CONTACT ADMISSION COORD 


MARKETING TOWER - B-11, Qutab Institutional Area, New Delhi - 110046, Ph : 26520892 - 96, 26960535, 269% 


26963577, 2696226 Fax : 26520897, 26520903 e-mail : immnd@immindia.com, info@immindia.com, 
| admission@immindia. com. Website : www.immindia.com 


"COME JOIN OUR EVERGROWING FRATERNITY _ 











M34) wae one-year MBA 


Executive 
Crash Course 


by Binu Kwatra 


As one-year MBA courses gain pop- 
ularity, the point is whether they 
can match the two-year experience 


Many students at IIM 
Lucknow’s Noida 
campus have left 

jobs to attend the 
executive programme 





JUST TWO WEEKS INTO THE INTERNATIONAL 
Programme in Management for Executives 
(IPMX), the class of 2010 at IIM-Lucknow's 
Noida campus was brimming with enthusiasm. 
Quite a few of them gave up well-paying posi- 
tions to enrol in this full-time one-year residen- 
tial course for mid-and-senior-level managers 
at a time when others would hang on tena- 
ciously to their jobs. 

During the 15-minute break between classes 
BW got a chance to meet the IPMX students. 
Most of them were quite clear that an MBA 
should be pursued after some work experience 
and not immediately after graduation. 
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Says Alok Arora who spent six years at In- 
fosys as a technical architect, “Clarity about 
what you want to do comes with experience.” 

Chetan Yadav, who quit Convergys as senior 
manager after more than six years on the job, 
had his own reasons to join the course. “If I had 
done an MBA 10 years ago, by the time I reached 
a level of overall responsibility, I would have for- 
gotten a lot of things I learnt. The learning now 
will help me when I reach a position where my 
actions will have an impact on the organisation.” 

One-year full-time MBA courses pioneered 
in India by the Hyderabad-based Indian School 
of Business (ISB) appear to 
be almost as coveted as the 
sought after two-year MBA 
courses at premium insti- 
tutes of management, if not 
more. While the debate on 
whether it is the one-year 
courses or the regular two- 
year programmes that 
churn out better managers 
continues, the number of 
applications to institutes 
offering these courses — 
ISB, Great Lakes Institute 
of Management (GLIM), 
IIMs at Ahmedabad, Ban- 
galore and Kolkata, Xavier 
Labour Relations Institute 
and SP Jain Institute of 
Marketing and Research to 
name a few — has been 
steadily increasing. 

About 1,400 people ap- 
plied for IIM-A’s Post Grad- 
uate Programme in Man- 
agement for Executives 
(PGPX) this year, up from 
700 in 2005 when it started. The appeal of 
these programmes has also broadened with 
professionals from sectors as varied as health- 
care, shipping and the armed forces seeking 
admission in these courses. 

The impeccable placement record is no doubt 
a key factor for the increasing popularity of the 
executive MBA programmes. Recruitment has 
been 100 per cent in many institutes despite a 
slowdown. As Shailesh Gandhi, chairperson of 
IIM-A5 PGPX, says, “Seventy per cent of the stu- 
dents in the previous batch were placed by con- 
vocation day. The rest were recruited by April.” 

SP Jain Institute of Management and Re- 
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Located in heritage buildings; nestled between lush green hills on 
the bank of the Mandovi River. 


Cross-section of students chosen from across the country based 
only on merit. 


International student and faculty exchanges with Business Schools in 
Belgium, Portugal, UK and Germany. 


Amongst the best learning resources on Management in the country 
> Wi-Fi campus and air-conditioned classrooms 

> The Best electronic databases in the country 

> Selected collection of over 11000 management titles in the library 
> All students and faculty have their own wireless enabled laptops 
Placement attracts large set of blue-chip companies across sectors. 
State-of-the-art new 50 acre campus under development. 





Website : www.gim.ac.in 








GOA INSTITUTE OF MANAGEMENT 


Ribandar, Goa - 403 006 INDIA. Ph.: Dir. 91 832 2444836 Fax : 91 832 2444136. 








PEER ADVANTAGE: 
Studying with experi- 
enced managers offers 
definite advantages 





search (SPJIMR) in Mumbai has also managed 
to place all its students who passed out of its 
Post Graduate Programme in Management 
(PGPM) — that requires eligible candidates to 
have at least five years of work experience — 
this year. 

Though all students of ISB’s class of 2009 
were not placed at the time of writing this arti- 
cle, Dean Ajit Rangnekar says this is a deviation 
from the trend of the previous two years, the 
“boom years” as they are referred to, when “any- 
thing that moved was placed by this time". 


One Vs Two 

One-year executive programmes provide a 
thorough training in all management disci- 
plines like the two-year courses. Crunching of 
the curriculum, however, makes it more rigor- 
ous. Those seeking entry into the course take 
the Graduate Management Admission Test 
(GMAT) rather than the Common Admission 
Test (CAT) refined for admission to a two-year 
MBA programme in all the IIMs. 

“A fast-forward MBA programme,’ that 
is what some management students, who re- 
cently passed out of a regular two-year post 
graduate programme from a top business 
school cheekily call the one-year counterpart of 
the course they attended. 

The fact that participants have to rush 
through the course and have to sacrifice the 
summer internship is seen by many as a disad- 
vantage of the executive MBA courses. Says 
Parul Bajaj who passed out of IIM-B earlier this 
year, “The two-year course is already hectic. 
Compressing it would make it even tougher, 
thereby making it difficult for the student to re- 
tain the important portions.” 


Ghai) wag one-year MBA 


Her batch-mate Srijan Pal Singh, who passed 
out of IIM-A, has the same opinion: “I would 
never trade the post-graduate programme with ; 
an executive MBA. The two-year course has 
been designed in a way that in the first year you 
have an academic experience and in the second, 
you are nurtured as a leader,” he says. 

But Punam Sahgal, dean at IIM-L's Noida 
campus, disagrees. She is of the opinion that if 
students have few years of work experience be- 
hind them, the teaching can be faster without 
compromising on the learning, “There is evi- 
dence to show that learning is better when you 
are older. When you have experience, learning 
becomes internalised.” 

Students who enrol in executive MBA 
courses may not be spending as much time on 
the campus as the two-year programme stu- 
dents, but the intensity of learning stays intact. 
“We learnt a lot from our peers, almost as much 
as in the classroom, since they are all experi- 
enced,” says Senthil Govindan, an alumnus of 
PGPX at IIM-A. 

Govindan, who had eight years of work expe- 
rience spread around the globe and has worked 
with companies such as i2 Technologies and 
Oracle, was looking to come back to India when 
he decided to enroll in PGPX. He is now work- 
ing as territory marketing manager at IBM 
India. Referring to the curriculum at IIM-A, he 
says, “At the end of the day, the experience was 
overwhelmingly positive." 

Different people have different reasons 
to take a mid-career break and pursue studies. 
It is either for a career-switch or just a desire to 
hone one’s skills. One-year courses suit people 
who cannot afford to take two years off. How- 
ever, some feel the executive programmes 
should be designed differently from the 
two-year courses, in a way that students are able 
to leverage their work experience better when 
they pass out. 

Narayanan Ramaswamy, KPMG’s head of ed- 
ucation advisory services in India, says the cur- 
riculum needs to be fine-tuned to the kind of 
work the students have been doing and the sec- 
tors they have been working in. 

Dean of SPJIMR M.L. Srikanth sums it up 
quite well when he says, “They are for very dif- 
ferent purposes, and so should be treated sepa- 
rately. A manager’s task is different at the entry 
level and at the higher level.” 

What is more important to some is the quality 
of the MBA course irrespective of its duration. 





binu.kwatra@abp.in 
For regular updates on B-schools log on to: 
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- The Secrets Of 





Good Leaders 





It takes 
leaders to 


manage 
recessions, 
but not 
B-schools 
to make 
leaders 


by prasad kaipa 


TOP B-SCHOOLS GET MORE APPLICATIONS DURING 
recession because people want to retool them- 
selves during turbulent times. But one question 
keeps coming up: do B-schools really prepare 
students to become leaders? Statistics show a 
high percentage of people at the top of many 
firms in India and abroad are either from top B- 
schools or from IITs. But the question is, are 
people at the top management positions lead- 
ers? If so, how did they become leaders? How 
did their B-school education prepare them for 
becoming leaders? Or, is it that leaders are go- 
ing to B-schools to develop their skills and com- 
petencies to become better leaders? 

In B-school curricula, you find 360-degree 
evaluations, skill development workshops in 
addition to academic courses on leadership 
models and frameworks. Besides, students have 
opportunities to show their leadership by par- 
ticipating in social activities, developing leader- 
ship initiatives for the school or the neighbour- 
ing community, and taking on projects with 
companies that might hone their leadership 
skills. Beyond what is structured, there is some- 
thing about the B-school environment, student 
community and the ecosystem of students, fac- 
ulty, organisations and community that allows 
people to challenge themselves, discover hid- 
den dreams and talents and make choices to ei- 
ther become leaders or ‘also rans’. 

Here are some thoughts I have about becom- 
ing the best business leader through B-school 
experience. 

Leadership emerges in a context. I was told 
by one of the medical school deans that many 
students join medical colleges because they ex- 
perienced social pressure to become doctors. 
They go through first two years rather mechan- 
ically. But once they start interacting with pa- 
tients, some of the back benchers suddenly get 
more engaged and end up becoming great doc- 
tors. Same thing happens in a B-school. Leader- 
ship is not just about academic scholarship or 
having skills. Some people discover inner ca- 
pacity to lead in a particular area because they 
find passion, purpose and meaning in that area. 

Leadership is about seeing and seizing 


INDIA'S 


2009 
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opportunities. When you are presented with 
so many opportunities, challenges and re- 
sources, a few people thrive because they grab 
the freedom, make meaningful choices and use 
the time well to use the opportunity given to 
make something happen. Others may see the 
same opportunities, but wait to be told and end 
up regretting missed opportunities or resenting 
others who ended up seizing them. 

One person becoming a leader means oth- 
ers are not followers. Management might op- 
erate well in a hierarchical and control-oriented 
scenario but leadership operates more effec- 
tively through network and through influence. 
The best leaders create an environment around 
them to challenge and inspire others take lead- 
ership in the areas of their passion and compe- 
tence. Best leaders create a leadership field 
where others see opportunities to lead as well. 

Leadership cannot be taught or developed 
by others without actively engaging in self de- 
velopment. Faculty can shape your thinking on 
leadership by giving models, doing 360-degree 
reviews, conducting workshops for you, but you 
have to make a conscious choice to take respon- 
sibility to hone your skills, clarify your passion, 
take risks and fail in the process of becoming 
the best leader that you can be. 

B-schools can help identify gaps between 
where you are and where you can be. B- 
schools can help you understand why Warren 
Buffett, Jack Welch, Bill Gates, Steve Jobs, N.R. 
Narayana Murthy and Rajat Gupta are leaders 
through case studies, articles and personal in- 
teractions. But it is up to you to see where you 
are, where you want to be and how to get there. 

Leadership is a journey, not a destination. 
Without developing self-awareness, courage, 
commitment and continuous learning, credibil- 
ity does not come about. These characteristics 
are to be practised continually because they are 
not about achieving something, but about being 
somebody — being yourself. When you are re- 
ally able to bridge your internal gaps — between 
what you say, what you feel, what you do and 
who you are — you will have an opportunity to 
be the best in anything that you take up. 

Finally, you need ambition, talent, hard work 
and community support to become a leader, and 
B-schools are great places to begin that journey. 


The author is executive director of Centre 
of Excellence for Leadership, Innovation 
and Change at ISB 
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THE SEARCH FOR THE BEST B-SCHOOLS BEGAN WHEN 
BW commissioned Delhi-based Synovate India 
to conduct the survey. Synovate contacted 
around 200 All India Council For Technical 
Education- (AICTE-) approved B-schools 
(since one-year MBA courses are not AICTE- 
approved, they have been excluded). Ninety 
four B-schools that responded to our structured 
questionnaire (along with the supporting docu- 
ments) within the stipulated deadline were 
ranked based on scores calculated using the in- 
formation they provided. The questionnaires 
were sent or emailed to all B-schools, and also 
made available on the BW website; 


The main table, apart from the rank and over- |... 
all score of the school, has the rank and score of ^ 


each school on individual parameters used 
to assess the institution. Each parameter (see 
‘Parameters and Scores’) has a maximum score 
that is the sum total of the maximum an institute 
can score on each of its sub-parameters. In most 
cases, a higher number of sub-parameters — 
also implying a higher weight — led to a higher 
maximum score for the parameter. The return 


on investment has been calculated by dividing 


the tuition fees charged by a sum of the average 
domestic and international salaries multiplied 
by the number of placements. 

There are certain B-schools, such as HM 
Lucknow, that did not provide their placement 
data. The scores of these B-schools on the 
missing parameters were calculated by multi- 
plying their weight — with respect to the other 


parameters — to the available score. The maxi- om 


mum overall score to arrive at the weight, 
however, was taken from the last year for the 
sake of consistency. 

Among those who did not participate are 
HM Bangalore and IIM Kozhikode. The full list 
of the institutes that stayed out has been put up 
on our website. 

The perceptual survey was carried out along 
with the objective survey. Three hundred fifty- 
seven recruiters, about the same number of 
senior faculty members and B-school students, 
and 118 MBA aspirants were asked to rate busi- 
ness schools on six parameters (see ‘Parameters 


For Perceptual Survey’), The parameters cho- *^ 


sen were such that they could easily be rated 
from the top of the mind. Close to 150 institutes 
were ranked and scored based on the ratings. 


_For regular B- school updates, log on to: 


WWW. businessworld. in 
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BE .... YOUR “AMBITION IS OUR MOTIVATION 


AIMS established i in the year 1994 nurtures & supports a unique system of education structure on values and companies the tenets of | 
academic excellence with corporate professionalism. 


The primary objective of education at AIMS is to create dynamic leaders in the corporate sector, entrepreneurs, academicians, 
researchers and professionals who contribute to the development of society and nation at large. | 


ELIGIBILITY (MBA, PGDM. PGDITM) 


Candidates with MAT score of 500 and above or MAT score of | 
475 with two years of work experience 


42” Best B-School in India SELECTION PROCESS (MBA. PGDM. PGDITM) 
(Outlook B-School Survey, 2008) | 


Short-listed candidates based on MAT will have to appear in the | 
AIMS selection round at various centers in India or at the institute. 

Candidates with minimum of two year work experience are | 
5" Best in Bangalore and 6" Best in Karnataka among preferred. | 


the private B Schools - Tepes 
(CSR-GHRDC Survey, 2008) CENTERS OF EXCELLENC 

































Best B-School Jury Award 
(Deccan Herald B-School Awards, 2008) 





Best College Entrepreneurship Education for the year 
2008 by National Institute for Training in Industrial Engineering (NITIE) 








Ranked 15" Best in South India and 34” Best Private | AEEC : AIMS Entrepreneurship Excellence Center | 
B-School in India : | 
(CSR-GHRDC Survey, 2008) ACRM : AIMS Center for Research in Management 

: AIMS Center for Training and Development 
Category 'A' B-School ACTD UN e di P 
(Business India 2007 & 2008, AIMA-IMRB 2007 & 2008) ACIL : AIMS Center for International Liaison 
ACCS : AIMS Center for Community Service 





No. 1 Private Hotel Management Institute in Bangalore 
(CSR-GHRDC Survey 2007; September 2007 & 2008) 


OOL PROGRAMS 





OTHER PROGRAMS 





BCA BHM BA 


iim MCA MSW MIA MA (Eng Litt.) 
MBA is a two year program affiliated to Bangalore University, | . x à VADO TERRESTRE. | 
Approved by AICTE, and recognized by Govt. of Karnataka. cU cred by AIC TE Vide a a niversity ew Delhi | 


PGDM & PGDITM 


PGDM & PGDITM are 2 year programs affiliated to AIMA, New EDUCATION 
Delhi and jointly approved by Dist. Education council, Ministry 
of HRD, Govt. Of India 


BBM & BCOM 


BBM & BCOM are three year programs affiliated to 
Bangalore — and recognized by Govt. of Karnataka. 


p i e Ss ace 
wy ACHARYA INSTITUTE OF Maxacmanr & ScUNCHE 


(Institutional Member of Intemational Assembly for Collegiate Business Education) 




















ist Cross, 1st Stage, Peenya, Bangalore - 58, INDIA. Tel: +91 80 6567 9113, Mob: +91 98860 21224 
www.acharyaims.ac.in 
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A SURVEY 


| MAXIMUM SCORE 
RANK | RANK 
2f ZEE Institutes. 

— Indian Institute. of Management, Ahmedabad | 

Indien Institute of Management, Kolkata — — — —— 

Xavier Labour Relations Institute, Jamshedpur — —  ć 

. Indian Institute of Management, Lucknow* 


— 


. National Institute of Industrial Engineering, ! Mumbai a ae es 

_Indian Institute of Management, Indore — POE LM 
_ Faculty c of Management Studies, University o of Delhi | MERC aerate teem eee 
_S.P. Jain Institute of Management & Research, Mumbai VERRE 
Jamnalal Bajaj Institute of ete Studies, Mumbai US 


. Management Development Institute, Gurgaon — i EA 

Indian Institute of Foreign Trade, Delhi — — —  ćăć  ć 

Xavier Institute of Management, Bhubaneswar uu 

Shailesh iJ. Mehta School of Management, IIT Bombay | 

_ International Management. Institute, Delhi — "uM 
E. KJ. Somaiya Institute of Management | Studies & Research, Mumbai M B 
| Symbiosis Centre for Management & HRD, Pune ——— Pe 

Institute of Management Technology, Ghaziabad —  ć 

Department of Management Studies, IIT on 


| _Welingkar Institute of ‘Management Tepen & Reach Mumbai a pale 
__Loyola Institute of Business Administration, Chennai č 
. Symbiosis Institute of Management Studies, Pune — s 
Institute of Rural Management, Anand "" OMM 
. Institute for Financial Management & Research, Chennai Boece ee a 
. Nirma Institute of Management, Ahmedabad "m MONTEM 
_ Sydenham Institute of Management Studies & Research, Mumbai eT ONNE 
_ Indian Institute of Social Welfare & Business Management, Kolkata ES 
Regional College of Management, Bhubaneswar 


MEIN Acharya Institute of Management & Sciences, Bangalore — — — — 
BENIN Institute of Management Studies, Ghaziabad 
MEN Indian Institute of Forest Management, Bhopal — Cs 
MEE Bharathidasan Institute of Management, Trichy ———————————————— 
KNEE NE National Institute of Technology, Trichy — — 
ML Birla Institute of Technology, Mesra — TRES 
. Prestige | Institute of Management & Research, Indore. "IC 
__ Goa Institute of Management, Goa "n -" 
Department of Busi s Management, Calcutta University, Kolkata 


RR 


. Institute of Management Studies, I Indore 7 

_ Integrated Academy o ement and ‘Technology, G Ghaziabad - 

5.R. Business School, Tiruchengode a 
my I Institute. of Management, Kolkata | 
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^ These institutes did not s their iacet integer: We have ca iculated the overall score for these institutes on the basis softi hia parameter. — Living esu TUE Experience 
For the list of 50 B-schools that did not participate, log on to www,businesswortd. in 
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| RANK | 
k T pele: — " i 
| S. D. M. Institute for - Management Development, Mysore ERE 
Institute for Technology & Management, Chennai DENM i 
ELEM _ National Institute of Agricultural Marketing, Jaipur. ETE i 
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IMi in association with 


Smax [rs 


Announces 
Professional Program in Insurance & Sales Management 
to provide result-oriented training for exciting Managerial 
careers in the Insurance sector. 


This 40 week program aims to provide skill and knowledge enhancement for students aspiring to enter the 
Insurance & Sales sector. This program will provide inputs for building the managerial skill and competency with 
specific insurance & Sales inputs from and internship at Max New York Life Insurance. Successful completion of 
the programis likely to pave way for a career at Max New York Life Insurance. 

Classes will be held from 2 p.m. to 7 p.m. to enable insurance agents also to take part in the program. 

Eligibility : Graduate with 50% aggregate in any discipline from a recognized University or equivalent recognized 
by Association of Indian Universities. Preference will be given to candidates with relevant work experience, 
though experience in the field is not mandatory. Candidates who will be appearing or who have appeared for their 
Graduate level examination are also eligible to apply. 

Selection Procedure : Selection will be through group discussion & personal interview to be held at Delhi. 
Application : The application form may be downloaded from the website www.imi.edu or can be purchased from 
IMI Reception. 








Briefing Sessions at IMI from 3 PM - 4 PM on every Tuesday and Thursday beginning from 4th May 2009. 
Interested persons may contact and register at least 2 days in advance for this briefing session. 


For enquiries and registrations please contact : Mr. Sat Parkash, Sr. Manager (EDP) 


INTERNATIONAL MANAGEMENT INSTITUTE 


Perfect 10/09 





Transforming Lives... 





B-10, Qutab Institutional Area, Tara Crescent, New Delhi-110 016, Phone : (011) 46012730/31, 26961437, Exin. - 3115 | 
Fax : (011) 41688439, 26867539 Email : mdp@imi.edu, website : www.imi.edu 


IMI alumni of all Post-graduate & other programs are requested to register at : http://alumni.imi.edu 
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Delhi School of Professional Studies and Research 
Estd: 1999 (APPROVED BY AICTE, MINISTRY OF HRD, GOVERNMENT OF INDIA) 


An ISO 9001: 2000 Certified Institution and 
Ranked among top 41 B-Schools in india in terms of 








international exposure, Business World, December 24, 2007. 


ruine 120 Seats [P Somme 00 Seats 








Organized Nine Annual International Conferences, International Retail Management 
Seminars & Pre-conference Workshops the details of which are = 
available on its dedicated portal - www.internationalconference.org Marketing 

Se As ad Arb . | International Business 
Publishing,since the inception of the institution, Bi-annual 
International Management Journal, namely- a! Finance 
“Delhi Business Review” www. Delhibusinessreview.com Human Resource Management 
Launched web based portal dedicated to the Career | Information Technology 
Development and Placements-www.scs.shtr.org Entrepreneurship Development 


salary Package Range Between Rs. 3 9 fo 8.1 Lakhs annually 


Ranked among top 35 in India in terms of Faculty, Research, Consultancy, Publications and MDP: 65 
in Placement and industry-interface. conducted by GHRDC Published in CSR 2006 and 2007 issues. 


Awarded A++ rank, (Excellent B-School) in North India by Business Sphere 2008-09 and 
Next Best 20 B-Schools' by Career Launcher in 2007 & 2008. 





Salient Features : 
* Founded and promoted by the luminaries of the academic world based in Delhi 
* Dedicated to produce techno-business managers of global standards 
* Fully Wi- Fi Campus , upgraded curriculum, corporate oriented pedagogy with special 
focus on value-based education, 
‘Illustrious core,guest and visiting facultyfrom academics and Industry 


Professor B.P. Singh (Chairman-GB) 
Formerly, Head & Dean, Faculty of Commerce & Business 
Delhi School of Economics, University of Delhi, Delhi 


Help TE MEL UE isque RE ea ORE Website: www.dspsrin — 


Professor S$. R. Das, Director 
Ph.D. in Economics 


91-11-2706-2290 4 TEN TN | à Mo 
Fax: 91-11-2706-2292 iS Enn — = www, dspsr.ac.in 
Mob. 91-98689-74097 l 3 

91-92503-25100 
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Technology, Science, Innovation... 





THE SIGN: The much- 
anticipated computing 
engine Wolfram Alpha 
will be officially 
launched on 18 May 


The game-changer 
When Google was 
launched in 1995, most of 
its users would have been 
touched by the stark 
simplicity of the search 
engine’s homepage: a 
rectangular bar on which 
you can type things, and 
nothing else. Now, about 
a decade and a half later, 
Wolfram Alpha is clai- 
ming to take the next big 
step after search: another 
rectangular bar that 
computes things rather 
than searches for them. 

To be launched on 18 
May, Wolfram Alpha is not a search engine. 
Unlike Google, it does not give you a set of Web 
links that you can explore. Rather it answers 
your queries by computing from a set of curated 
and structured data. You can use it to find out 
the weather of a city, complex financial data, 
solve mathematical equations or to answer all 
sorts of serious or idiosyncratic questions. For 
example, if you type in two names, say 
Microsoft and Apple, it would give information 
about both, and a comparison with graphs and 
charts. It would convert your query in English 
to a form that is fit for computation. It is an 
extremely difficult task, and technical glitches 
are not ruled out. So let us wait and see. 

Wolfram Alpha is a product of Wolfram 
Research, a company based in Urbana 
Champaign in Illinois. It is the brain-child of 
Stephen Wolfram, who conceived 
Mathematica, a supremely efficient and 
beautiful piece of software for doing symbolic 
mathematics. Wolfram Alpha draws heavily 
from this software. 


Flexible computing 
A lot has been written about us being able to 
wear computers like clothing one day. However, 
there are several technologies that need to be 
developed to make this happen, and one of the 
most important is a flexible display. There are 
several projects around the world trying to 
make this possible. Now a Japanese researcher 
says, reports Technology Review, that he has 
made a flexible display that works well. It has 
an advantage that none of the other flexible 
displays have at the moment: it stretches. 
Takao Someya of the University of Tokyo had 





earlier made a display using a rubber-like 
material and carbon nanotubes that can be 
folded or even crumpled. Now he has 
developed a version with better attributes. It 
stretches to twice the size of the material, 
thereby making it possible to wrap it around 
three-dimensional objects. And the circuitry in 
the display can be printed as well. However, the 
resolution of the display needs to be improved, 
and researchers think that a commercial 
product would be possible in five years. 


Superbug for clean fuel 
In one of the most significant breakthroughs 
in cleantech in recent times, Mascoma, a 
company based near Boston, has taken 
several steps at one go towards producing 
sustainable ethanol. The firm has developed a 
process to produce ethanol from biomass in a 
single step. Many firms have been making 
biomass ethanol through multiple steps, a 
process that is commercially unsustainable. 
Mascoma presented its findings at the 31st 
Symposium on Biotechnology for Fuels and 
Chemicals in San Francisco. 

The company uses genetic engineering to 
produce a superbug, a bacterium that can do 


E 
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the work of several bacteria. The standard 
process, so far, has been to separate cellulose 
from the biomass, which is then mixed with 
enzymes to break it down to sugar. This sugar 
is then fermented by yeast into ethanol in the 
third step. Mascoma scientists have engineered 
yeast to do the last two steps together. They 
also removed genes from the bacteria that 
would produce unnecessary by-products. They * 
also combined it with a type of bacterium that 
can grow at high temperatures. 

The new process, according to reports, is 
very close to commercialisation. Mascoma is 
working on getting a commercial plant ready 
by next year. 
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ADVENTURE SPORTS 


AS NATURAL MOOD-ENHANCERS GO, THERE IS NOTHING 
that can quite beat adrenalin. The body's 
fight-or-flight response in extreme 
Situations, whether dangerous or exciting, is 
exemplified nowhere better than in sports 
and racing. As India turned global, fitness 
not only grew into an industry, but also drew 
an eclectic range of experiences, attracting 
hundreds of well-informed players, and 
some that forged lonely paths. Featured here 
are some healthy, interesting and even 
inspirational ways in which to achieve the 
high that only a sweating, heart-thumping 
race can give. Parkour's missing because 
actor Akshay Kumar probably has the only 
Parkour gym in India and the Mutants, a 
Delhi-based group-of-six, are still 
expanding. Crossfit, which already has a 
cult following in the US and takes fitness to 
quite another level, is yet to arrive. 
Meanwhile, other sources of adrenalin rush 
are readily available, and are no less 
addictive. Here’s to achieving what author 
Robert Pirsig evocatively called, “the 
equilibrium between restless and 
exhaustion”. 


by Lalitha Sridhar 


Running is catching 
on in India as more 
people take up the 
oldest of sports 
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SOLE COMPANY 


"WHEN I WAS POSTED BACK TO INDIA IN 2003, IT 
hit me for the first time that there was no 
information on running here; running gear 
was hard to find and was expensive; there 
were few, if any, tracks, trails and parks to run 
on, remembers Rahul Varghese, distance 
runner, columnist and founder of Delhi-based 
Running and Living. Varghese is among the 
people who have ensured that India now has 
running clubs in nearly every major city. 
Egalitarian and informal, the members of 
running clubs like Chennai Runners, 
Hyderabad Runners and Runners for Life 
(Bangalore) welcome newbies to their online 
groups and meet regularly to run together. The 
spirit of camaraderie that defines running is 
rare in athletic sports. “We have runners of 
every ilk, from beginners to seasoned people,” 
says Arvind Bharathi of RFL. *The one 
common thing that binds all of us is our 
passion for running.” In fact, Sabine Tietge, a 
German national, has started 
RunnerGirlsIndia (RGI), the country’s first 
girls-only running club, also in Bangalore, *to 
act as a support network for women runners, 
provide advice for women on running-related 
issues, and guidance and encouragement to its 
members". Bangalore is turning out to be 
something like a running hotspot — the 
weather helps. Moreover, as one of the 
organisers of the Hyderabad Marathon, 
software techie Rajesh Vetcha says, “Honestly, 
if you watch runners year after year, you can't 
help but run yourself? 
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MOVIE MANIA 
MEETS 
THE CRAZE OF 
CRICKET!! 
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ON AUTO MODE, DESI STYLE 


THEY WARN YOU WELL IN ADVANCE: THIS IS AN AMAZING RACE FOR THE 
clinically insane. This coming August, 40 teams won't mind being called 
that, as they compete in the Mumbai Xpress, an autorickshaw rally from 
Chennai to Mumbai. For the past three years, The Autorickshaw 
Challenge has drawn loyal fans to its annual rickshaw rallies, which 
includes the Tech Raid (Chennai-Hyderabad-Bangalore-Chennai) and 
the Malabar Rampage (to Kerala and back). Software techie Aravind 
Bremanandam has even set up an event management firm to handle the 
show. The victorious world champions get, apart from ‘major bragging 
rights’ and ‘an outrageous trophy, free entry into the Caucasian 
Challenge, a drive-anything motor rally that kicks off from Budapest 
every year. Says Bremanandam: "Our mission is to provide an 
unparalleled experience to the rallyists by combining adventure, sight 
seeing, fun and charity. And what better way to do it than in our own 
homegrown autorickshaw?" Racers who fall in love with their zany, 
multi-coloured rickshaws have the option of buying it. For a fee of €900 
(Rs 60,000), an autorickshaw, paper maps, traffic reports, road 
conditions, GPS co-ordinates and even internet access at pit stops, are 
provided. Enroute, teams adopt-a-village and provide it with school 
supplies, medicines and the like. Participants are urged to think of the 
rickshaw as *a covered bicycle with a fuel-efficient lawn mower engine". 
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_ THE IRONMAN OF INDIA IS A WOMAN 


THE IRONMAN TRIATHLON IS ONE OF THE MOST GRUELLING 
races of the world. Participants swim 3.9 km, bike ride 
180 km and complete a full 42.2-km marathon run, one 
after the other, without a break: the Ironman is the 
longest, single-day triathlon event. The only Indian who 
attempts this astonishing feat is Anu Vaidyanathan, the 
diminutive 27-year-old founder-CEO of PatNMarks, a 
Bangalore-based company that offers patenting solutions 
and intellectual property management services. She 
begins her day at 3.30 am with cycling, and then does a 
stretch of running before driving to work. After meeting 
tough deadlines at her office, where she heads a close-knit 
team of 20 staffers, she swims or goes gymming late in 
the evening, again as part of her preparation. Ironman 
athletes enjoy the sport for its own sake. As typical of 
most Indian athlethes, Vaidyanathan gets little 
institutional support and trains without the sort of 
infrastructure competitors abroad take for granted. 
Despite this, she finished 24th amongst the 12,500-odd 
participants at the Auckland Half Ironman of March this 
year. Moreover, the three-day Ultraman Canada 
Championships, slated for end-July, which Vaidyanathan 
is training for at present, rewards no prize money (all she 
will get is a towel at the end of it). But, Says 
Vaidyanathan, “Be it working or sport or academia, I take 
pride in a job well done. The road has not been without 
trials or potholes, but that is part of the adventure. Every 
success and failure is a leaf in my book, and above all else, 
my optimism and happiness in doing what I do, keeps me PACKAGED DELIGHT: 
going. Day after day!” Anu Vaidyanathan has 
won accolades for 
participating in the 
triathlon called Ironman 





FAST AND FURIOUS 


PAINTBALL IS A VIDEO GAME COME TRUE. INSTEAD OF POINTING JOYSTICKS 
that ping with sound effects, players get to dress up in forbidding 
helmets and cool jackets before they take sides in this supertast team 
sport. Opponents are eliminated with guns powered by compressed gas 
or carbon dioxide, and the bullets are pellets filled with paint (therefore, 
paintball). One estimate of the American Sporting Goods Manufacturers 
Association puts the number of paintball players in the US at over five 
million. There, and in Australia, paintballers engage in full-fledged wars, 
equipped with all manner of weaponry, and even tanks — referees watch 
over games diligently and they are entirely safe as long as players are 
serious about the rules to be followed. The game, which is already played 
in 50 countries, made a relatively modest beginning in India three years 
ago. Now, arenas are available in Delhi, Mumbai, Bangalore, Hyderabad, 
Pune and, most recently, in Chennai. It is a bloodthirsty kind of make- 
believe — the bullets can get painful and the bruises are very impressive 
— but to ardent devotees of the sport, paintball works as an exhilarating 
stress-buster. What sounds fairly real is the commando-style shrieking 
that highlights the game as players find their mark and bleed a bright 
orange from the paint. Nets protect ‘civilian’ watchers. 
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BROWSING 
Subrotah 
Biswas 

Country Manager, 
India & Saarc, 
Logitech 

| am reading The 
Learning Organization by 
PETER SENGE. It is an old 
publication, but has some 
timeless guidelines on 
how organisations need 
to be transformed to 
excel in the future — 
focusing on individual 
competencies and 
creating a harmonious 
working culture to 
maximise gains through 
synergy. ! would 
recommena Pursuit Of 
Wow by Tom Peters and 
Seth Godin's The Purple 
Cow. l also like Keep Off 
My Grass by Karan Bajaj. 
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Kitchen Garden 


by chitra narayanan 


:00D, INC., HOW INDUSTRIAL FOOD IS 


EDITED BY KARL WEBER; PUBLIC AFFAIRS; 
PAGES: 304; PRICE: $14.95 


BE WARNED. AFTER READING THIS BOOK, EVERY 
morsel you eat is likely to turn to dirt in your 
mouth. Either that, or you may seriously start 
thinking about taking up gardening and grow- 
ing your own vegetables. 

The eternal dilemma of what one should eat 
just got harder after reading FOOD INC. as it 
mercilessly exposes the way food is produced 
today. In the past decade, there has been a lot of 
debate and activism around the food we should 
consume, and sustainable agriculture practices. 
Whether it is obesity, global food shortage, bio- 
fuels versus food controversy, the storm over 
genetically modified crops or the excessive use 
of pesticides, several issues have led nations to 
introspect. In the past, books such as Fast Food 
Nation: The Dark Side of the American Meal 
and Michael Pollan’s Omnivore's Dilemma 
have all explored the farm-to-table journey and 
created quite a lot of food for thought. 

Most recently, the swine flu epidemic, which 
is alleged to have originated from the factory 
farms in the US, is forcing people to think such 
farms could be super incubators for viruses. 

This soon-to-be-released book that accompa- 
nies the documentary Food Inc. is a grim con- 
tinuation of the same theme, urging for more 
reforms in the food production system as well as 
a relook at what we should be eating. It opens 
with an interview of Eric Schlosser, author of 
Fast Food Nation, where he describes the power 
of food corporations and how the influence they 
have over government policy, and how short- 


KARL WEBER is a writer and editor based in 
New York. He collaborated with Muhammad 
Yunus on his bestseller Creating a World 
Without Poverty; edited The Best of I.F. Stone; 
and co-authored The Triple Bottom Line: How 
Today's Best-Run Companies Are Achieving 
Economic, Social and Environmental Success — 
And How You Can Too with Andrew W. Savitz. 


sighted greed ends up compromising the health 
ofa nation. Schlosser admits that in the 10 years 
since the book was published, awareness has 
increased and more people are beginning to eat 
healthier. But it is not enough, he says, and calls 
for more widespread change and even offers 
some solutions. 

The momentum of the powerful opener does 
not slide as shortly thereafter, Robert Kenner, 
director of the film Food Inc., describes the 
making of the movie, giving detailed accounts 
of the downright hostility they faced from food 
corporations who denied access to his crew. In 
fact, it all sounds just like a Robin Cook thriller 
— but far more horrific because some of these 
corporations are names we all are familiar with, 
and whose products we consume everyday. 

Going beyond the title, this book is not just 
about food. It is also an exposé on the unhealthy 
practices of big corporations. So, we get to read 
about the exploitation of farm hands (mostly il- 
legal immigrants from Mexico), the kind of en- 
ergy wastage in industrial farming, how envi- 
ronmental norms are being flouted and how 
there is little concern about animal welfare. 

There are 13 essays in the book, some very 
hard-hitting and compelling, others not so con- 
vincing. But all of them provide new perspec- 
tives and compel you to start thinking about is- 
sues that one had only nebulous knowledge 
about. For instance, the piece ‘Dirty Six, which 
talks about the worst animal practices in agri- 
business — egg-laying hens packed in battery 
cages, the way livers of ducks and geese are en- 
larged by force-feeding huge amount of food 
through a long pipe thrust down their throats — 
really brings home the inhuman side of farming. 

Although mostly based on the farm practices 
in the US, the book strikes a chord as most of 
these issues are pretty much 
global. We, in India, especially 


what is being talked about, 
such as the obesity epidemic 
and invasion of fast food. Lo- 
cal activists have been voicing 
their concerns about taking a 
cue from western crop land 
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can identify with much of 4 








management rather than finding solutions in 
our traditional subsistence farming methods. 
The threat of industrialisation, GM crops and 
pesticides in our food stream are all too real. 

The book also touches upon world hunger 
and the crisis confronting developing nations — 
Grameen Bank’s Mohammad Yunus describes 
how a financial investment is required by deve- 
loping nations to tackle the silent tsunami of 
hunger. Lamenting the fact that when the 
global financial crisis broke out, the food crisis 
issue was relegated to the background, he sug- 
gests both crises to be treated as one. 

The best part about this book is that there are 
solutions given throughout. Almost all the con- 
tributors have interesting prescriptions — not 
just for policymakers and corporations, but for 
you as an individual as well. Although the pic- 
ture painted is horrific and scary, what makes 
this book stand out from the shrill, strident 
attacking volumes usually favoured by food 
activists are the rational solutions offered. 

If you think you are too small to contribute 
and whatever you do will just be a drop in the 
bucket, then Pollan, also a contributor to this 
book, has a ready answer, spelling out why you 
should bother and how one little action could 
lead to a viral social change. Who knows, grow- 
ing that garden may be the best option after all. 


— 


SELECTION 1 
Highlights 
Of The Game 


IPL CRICKET & 
COMMERCE; 

BY ALAM SRINIVAS AND 
T.R. VIVEK; ROLI; 

PAGES: 185; PRICE: Rs 195 


FOR ONCE, THE BOOK JACKET ENDORSEMENT IS HIT- 
ting the middle stump. Australian cricket jour- 
nalist Peter Roebuck's comment, “against all 
odds, this book is a page-turner’, is utterly apt. 
Here you have a compilation of facts and anec- 
dotes about IPL 2008 that was covered to the 
point of saturation by the media. Yet, like the 
highlights of a good game that people watch de- 
spite knowing all the scores and incidents, this 
book allows IPL fans to revive the sensation of 


; the high-octane inaugural season. 


The retold story of IPL's creation and its inau- 
gural season is spiced up with a chapter each on 
two most colourful characters of IPL — Lalit 
Modi, the tournament commissioner, and 
Shane Warne, the skipper of Rajasthan Royals, 
the champion team ofthe inaugural IPL. 





Those who have come to see Modi as an 
upstart are reminded that he is a scion of the 
once-glorious and still-rich Modi business clan 
of Delhi. Also, there is a quick run through 
Modi’s journey from his days as the India part- 
ner of ESPN, Disney and FTV to the formidable 
sports promoter that he has become. 

Warne was almost a no-show as the glamour- 
struck but cricket-dunce promoters were not 
willing to hire the great spin bowler even at 
his base rental. Warne and IPL were saved an 
embarrassment by the penny-pinching Jaipur 
franchise in which Modi's brother-in-law 
Suresh Chellaram is a partner. Shallow though 
the book is, it is still an interesting read, espe- 
cially for those slow in waking up to IPL. 


—Feroz Ahmed 
SELECTION 2 
Personal 
ues Histories 


dem i THE BOOK IS A COMMENDABLE 
, effort by Kogi Naidoo and 
Fay Patel to give a platform 
to women from diverse fields 
— from cleaners to those in 
policymaking — to take the 
‘feminist’ debate to corporate houses, academ- 
ics, and to the social and political stage. 

WORKING WOMEN (Sage) is a collection 
of stories, recollections and viewpoints that be- 
come a single tale of women breaking free, surg- 
ing ahead, fighting all odds, making themselves 
heard and rising above their lot. Each chapter 
comes across as a different experience — be it 
Heidi Kaminski's courage in making good of 
her children in adversity; Kay Sexton's despera- 
tion combined with cunning mastery; Millicent 
Daweti working and surpassing in a male- 
dominated world; Jane and Diane Saarinen 
making it in spite of their disabilities; Lynn 
Hunts having to pass at a higher level than a 
boy for selection to an academically elite gram- 
mar school; or, Thenjiwe Magwaza's criticism 
ofthe US concept of balancing work and life. 

Whether these participants were from the 
US, South America, South Africa, India or New 
Zealand, the plight of women seems to be 
united as one. Yet, is Working Women a book on 
feminism? Not really, just as a collection of 
stories about men and their troubles would not 
be about male chauvinism. It is a book that 
brings to light some genuine and some not so 
genuine issues faced by an important segment 
of our civilisation. 

—Bina Berry 
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ALERT 


THE GIRL WHO 
PLAYED WITH 
FIRE 

BY STIEG LARSSON 
QUERCUS 
PUBLISHING 

The second book in 
Larsson's Millennium 
Trilogy, the novel 
manages to surpass 

The Girl With The Dragon 
Tattoo by creating a 
richer fabric of crime 
and intrigue. The 
outlandish and mysterious 
Lisbeth Salander with the 
determined Mikael 
Blomkvist return to 
encounter a baffling case 
of triple murder. From the 
morally defiled world of 
business, the action is 
transposed to the 
voyeuristic arena of 
international sex trade. 
With a host of repulsive 
and thrilling characters, 
set against a nightmarish 
Swedish landscape, and a 
deftly constructed 
gripping narrative, it 
would be a crime to miss 
this novel. 





BW Opinion 


An Interim Solution 


The US 


government 

| wants to 
save on the 
cost of the 
bailout 
package, but 
it may turn 
out to be 
inadequate 





FINANCIAL INSTITUTIONS ARE LARGE AND EXPEN- 
sive; if they fail, the costs of rescuing them can 
be high — so high that even governments may 
find them unaffordable. This has been the prob- 
lem before the authorities in the US, the home 
of the current crisis. Initially, they let a few 
financial institutions fail. Then, when they 
judged the systemic risks to be too 
high, they pumped capital into a few 
more. Help to a few encouraged 
others to seek help. If they financed 
too few, the system might collapse 
despite the assistance; if they gave 
money too freely, even more would 
be encouraged to seek it. The money 
had to come from the American tax- 
payer, to whom the authorities held 
themselves responsible. They had 
therefore to draw a line and define 
criteria for eligibility. They also had 
to ensure that as much of the cost as 
possible would be raised from the 
private capital market and as little as 
possible borne by the taxpayer. 

So in February, they issued a white 
paper defining the terms on which 
aid would be given and a process by 
which the aid would be estimated. It would be 
in the form of 9 per cent convertible preference 
shares which would be automatically converted 
into equity after seven years, unless the 
financial institutions redeemed them. The 
investment would be accompanied by restric- 
tions on managers' salaries, dividends, acquisi- 
tions and repurchase of shares. The preference 
shares would be vested in a trust whose task 
would be to maximise shareholders — that is, 
taxpayers — returns. 

Having set the terms on which the aid would 
be given, the four agencies — Federal Reserve, 
Treasury, Federal Deposit Insurance Corpora- 
tion and Office of the Comptroller of Currency 
— had to decide which institutions were to be 
aided and to what extent. They selected the 19 
largest — now named bank holding corpora- 
tions (BHCs) — and promised a ‘stress test’ to 
determine how much additional capital they 
might need in the event of economic conditions 
getting worse. The 19 BHCs account for a half of 
all bank deposits and three-quarters of the 
assets; obviously they have been more heavily 
involved in non-banking business than the rest 
ofthe financial sector. 


BLOOMBERG 


The supervisors appointed by the authorities 
let banks make projections for 2009 and 2010 
based on two sets of assumptions. Under the 
average scenario, GDP was supposed to fall by 2 
per cent in 2009 and rise by 2.1 per cent in 
2010, unemployment to rise to 8.4 per cent in 
2009 and 8.8 per cent in 2010, and house prices 
to fall by 14 per cent in 2009 and 4 per cent in 
2010. The more adverse scenario projected 
growth at -3.3 and 0.5 per cent, unemployment 
at 8.9 and 10.3 per cent, and fall in house prices 
and 22 and 7 per cent in the two years. 

More interesting is the supervisors’ assess- 
ment of credit risk, itself based on the banks’ 
views. In the worse scenario, they expect 21-28 
per cent of the subprime borrowers to default. 
Almost as risky are loans on credit cards, of 
which 18-20 per cent are expected to fail. The 
overall figures for the BHCs vary between 4 and 
12 per cent, with a median of 7.5 per cent. On 
these assumptions, the supervisors estimated 
the deficit in capital at the end of December to 
be $185 billion. But the profits made and capital 
raised by the BHCs since then had brought 
down the figure to $74.6 billion by the end 
of March. 

The change within a quarter shows that the 
situation can change rapidly, and that the BHCs = 
would rather raise capital elsewhere than take it i 
from the government. So the government may 
have to pay out much less than the estimates of 
the supervisors — it could turn out to be in the 
range of $25-50 billion. 

What they do not touch, however, is the pos- a 
sibility that BHCs other than the 19 covered 3 
may fail, or that some of those covered may balk 
at the conditions attached to government aid, 
refuse to take it and then fail. Such mishaps 
matter because of the interdependence of the 
financial system. It could get into another crisis 
because of the failure of a small number of 
BHCs; the failure would be equally risky irre- 
spective of who fails. 

In other words, the government has to strike 

a balance between two possibilities — that it 
may invest more than is needed to save the 
financial system, and that its investment may #* 
not prevent a financial crisis. It is impossible to 
know where the optimum between the two lies. 
So the government will probably have to keep 
the tap open for BHCs which decide not to take 
help now but get into trouble later. This may not 
be the end ofthe story. 
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Editor's Letter 





The Power To Businessworld” 
Do Good 


THE UPA GOVERNMENT 
has got a majority 
that perhaps even it 
was not expecting. 
More importantly, 
the Congress has got 
enough seats to be 
relatively free of al- 
lies pulling in differ- 
ent directions. Sure 
 Manmohan Singh’s 
new government will 
still have to take into 
account the wishes of 
the DMK and the Trinamool Con- 
gress. But even then, the Congress 
has a far greater leeway in pursuing 
its own agenda than it had with the 
Left and Lalu Prasad as its allies. 

What everyone will be watching 
keenly is whether Singh uses this 
leeway to bring about real change 
in the country. Though the first 
UPA government headed by him 
took a lot of the credit for the four 
years of booming economy just be- 
fore the slowdown, the truth was 
that Singh was just plain lucky that 
time. The global economy was 
booming and the rising tide raised 
all ships. The fact that recalcitrant 
allies pretty well prevented the 
Prime Minister from bringing 
about any substantial reforms did 
not really matter. The economy 
continued to boom and Indian en- 
trepreneurs pushed the country's 
growth to record levels. 

This time there is no Left to con- 
tend with. The Congress's current 





allies do not have an 
anti-reform ideology. 
At any rate, Singh is 
also likely to be sup- 
ported even by par- 
ties that are not for- 
mally a part of the 
UPA alliance. So if he 
needs to do anything, 
the time is now. 

There are lots of 
things that need to be 
done — and done ur- 
gently. Four years of 
8 per cent plus growth masked the 
fact that a lot was still wrong with 
the country. The growth hid the 
fact that agriculture had been stag- 
nating for years — and India's food 
security was once again becoming 
a problem. It hid the fact that while 
there was a huge number of people 
who were joining the workforce 
every year, the vast majority of 
them were ill-educated and poorly 
trained. The growth rates also 
masked the fact that India was not 
a particularly easy country to run a 
business in. Physical infrastructure 
was creaking at the seams, admin- 
istrative approvals took months 
and years to get, the labour laws 
were antiquated and even the jus- 
tice system needed urgent reforms. 

With the mandate he has got, 
this is the time for Manmohan 
Singh to set all those things right. 
The Businessworld team puts to- 
gether five major areas that he 
needs to tackle immediately. 
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E Rising Costs of a MBAs 
IIM Calcutta is ran! ced at No. 20 in the return on 
investment (ROD list (‘India’s Best B-Schools’, BW, 25 
May 2009). This seems odd as IIM-C is No. 1 in 
placements with an average placement salary of Rs 12.70 
— lakh — better than even IIM-A's Rs 12.17 lakh. Even the 
fees at IIM- C is lesser than IIM-A. So how is the ROI of 
IIM-C lower than IIM-A? 
| Mithun Philip, v jae mall 


> ER D QR The ROI has been calculated hood on a formula that 
LED 55 factors in the number of students placed. 


"T 


TIM fees have indeed hit the roof. Students from middle- 
class families may now find it difficult to afford an MBA 
degree. At least at IIMs, there should be provisions for * 
paying fees in instalments. 


ABW SURVEY 


Vinod Gupta, New Delhi 
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WRITE IN AT Disrupted Connection All these unfair policies are making the 
bweditor&abp.in Indian broadband service providers are very internet a niche product in India. The 
or postuson unfair in terms of pricing and quality of government should at least raise the speed bar 
www.businessworld.in ^ service (‘Dodging Speed Breakers, BW, 25 May — so that the actual speed is much higher. 
2009). Advanced countries such as South - ^ Nikhil R., Belgaum 


Korea and Japan are light years ahead of India . 
with speeds ranging from 50 mbps to 1 gbps, Demographic Perspective 


and that too on fibre optic technology. Indias demographic dividend is derived from 
The most interesting part is how these the age structure of the population 

services are charged in India. While Tata ("Demographic Burden, BW, 25 May 2009). 

Teleservices provides 100 mbps at Rs 10,000 However, the policy environment for 

with usage limit of around 30 GB per month, exploiting this dividend are not conducive. 
Japanese internet service provider NTT And it is not just the current economic 

charges around $50 (Rs 2,400) per month situation. The question is, will industry A 

with no usage limit. Neither do operators have develop fast enough after this downturn to 

any ‘fair usage policy. Whereas Airtel absorb this working-age population? If it 

Broadband has something called 'fair usage doesn't, there will be widespread anarchy 

policy’ on how much the internet should be caused by the disillusioned youth. 

used. The same applies to Reliance V. Bhalla, Mumbai 

Communications that has a monthly usage 


policy of 10 GB only. Exciting Sports 
DECR Adventure sports is fast catching on in India 

(‘Experience The Adrenalin Rush, BW, 25 May 
2009). However, the article focused mostly on 
activities conducted in south India. 

Some of the exciting. ones you have missed 
are water sports in Goa. Then there is skiing in - 
Gulmarg, Manali and Shimla, which I think © 
could have been covered. Even the camel safari 
in the deserts of Rajasthan gives a real high to 
| participants a and visitors alike. 
" M. Ramesh, Mumbai 
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Ask any big city resident how to improve everyday life and you'll hear plenty of ideas: cleaner air, purer water, better public 
transport, crime-free streets, reliable power supply, affordable and efficient healthcare. Our answer: An extensive range of 
innovative products and solutions that help to make city life a greener, healthier and a more enjoyable experience. 
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infrastructure is one 


COVER STORY 
of the priority areas 


that UPA has to look C C) 
into urgently 1 y 


Armed with electoral success, 
the new UPA government 
now needs to fix the economy, 
urgently. BW identifies five 
priority areas. 








ON POINT 
[9 The After Effect 


India's neighbourhood remains unsettled 
even as Sri Lanka scores a victory. 


13 Contracted Losses 
Bailouts of Commonwealth Games 
contractors point to a larger malaise. 


IN THE NEWS 
16 Leap Of Faith 


Monday’s historic high does not mean that 
the stockmarkets have recovered. 
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18 Cosmetic Remedies 
Yet another stimulus package based on rate 
P$ cuts is unlikely to work. 


20 Generic Solutions 
As big-ticket patents near expiry date, 
Pfizer ties up with an Indian drug maker. 


22 New Status ^ 
Ayurvedic and herbal medicines will soon 
be treated on par with modern medicines. 


23 Getting It Right 
Punters were closer to the truth than televi- 
sion channels in election forecasts. 
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Do away with salary cheques. Choose the hassle-free way to 
transfer salary - the SBH Smart Salary Account. What smart CEOs prefer! 
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* Zero Balance accounts * Free ATM/Debit Card. * Internet Banking - 
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CURRENT AFFAIRS 


Sri Lanka 
may have 
won the 
battle, but 
the war for 
peace is on 


RELIEVED: Sri Lankan 
citizens celebrating the 
defeat of the LTTE 
after 25 years 





OnPoint 


Peace Remains Elusive 


AFTER 25 YEARS OF 
war, the Sri Lankan 
army celebrated its 
victory over the Libe- 
ration Tigers of Tamil 
Eelam (LTTE). Velu- 
pillai Prabhakaran, 
the LTTE chief, is 
dead. By all accounts, 
there would not be 
more than a handful 
of Tigers who have 
managed to escape 
the island nation. 
Does all this mean 
peace has returned to 
Sri Lanka? Unlikely. 
Many of the Lankan 
Tamils are likely to be 
sympathisers of the 


on 


Tigers, more so 
because of the enor- 
mous civilian casual- 
ties ofthe war. Unless 
the Sri Lankan gover- 
nment moves quickly 
to assuage the Tamils' 
hurt and angst, they 
could end up provid- 
ing the manpower for 
the next Tamil- 
Sinhala conflict. 
Meanwhile, the 
Pakistani government 
has finally thrown a 
lot of its military 
might to combat the 
Taliban in Swat and 
other areas. They 
have won some early 


ee 


victories. Arguably, if 
Pakistan puts its 
entire might behind 
the effort, it could 
vanquish the visible 
Taliban forces. 

But again, will 
peace return? 
Unlikely. The US and 
Nato forces have 
fought the Taliban in 
Afghanistan with far 
superior arsenal and 
for a far longer time, 
but they have not 
solved the problem. 

For India, the 
developments in Sri 
Lanka and Pakistan 
are indeed good news. 
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However, it does not 
mean India’s neigh- 
borhood has become 
suddenly stable. In 
fact, the instability in 
the region could 
actually get worse in 
the short run. 

Which is why it is 
of prime importance 
for the government to 
focus on both its inte- 
rnal and external sec- 
urity systems. The po- 
lice need reforms and 
the army needs mod- 
ernisation. The new 
government needs to 
do both urgently. 

Team BW 


The percentage by which India’s gold imports declined in the January-March quarter. 
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"America's Pakistan policy has been like 


one step forward and two steps backward.” 





INFRASTRUCTURE 


Bailout Drama 


: FINALLY, THE DELHI 
Do time- government had to 
bound bailout Emaar MGF 
infrastructure PY Purchasing 333 
; apartments in the 
projects really  under-construction 
Commonwealth 
need to be Games Village. This 
bailed out? highlights a funda- 
mental problem with 
the way public proje- 
cts are awarded to 
private contractors. 


IN THE EYE OF 

A STORM: Emaar 
MGF's Commonwealth 
Games Village project 


- CHINA’S EMPLOYMENT WOES 


The recession is likely to take a toll on the 
6.1-million graduates in China this year. 
The official jobless rate doesn't include rural 
workers, who are migrating from one 
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province to anot 
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China's urban unemployment rate, quarterly 
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Once a project is 
given to a contractor, 
the government 
seems averse to a mid- 
course correction if 
the contractor fails to 
deliver. Bailing out 
the projects or rather 
contractors, has 
become a way of life. 

There are many 
projects that have 
suffered time and cost 
overruns because the 
contractor didn't have 
the money to execute 
the project. Delhi In- 
ternational Airport 
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TRIBHUWAN SHARMA 


. epidemic outbreak cannot be 
ruled out. More so with | 


(DIAL), another com- 
pany with Games lin- 
ked projects, has also 
got funding shots by 
the government. It 
has been allowed to 
charge passengers for 
airport development 
midway through the 
project work. 

There could be 
more help coming 
DIALS way as it looks 
unlikely to meet its 





Even as US 
President Barack 
Obama is seeking 
to diplomatically 


obligation to build engage Iran, the 
3,000 hotel rooms in Persian country 
the airport’s adjunct has test-fired a 


commercial land. 

No lesson seems to 
have been learnt even 
for the time-sensitive 


medium-range 

missile — capable 
of hitting Israel as 
well as US military 


projects despite the bases in the 
near-fiasco of 1982 Middle-East. 
Asian Games when lranian President 
the then prime minis- Mahmoud 

ter, Indira Gandhi, Ahmadinejad also 
had to crack the whip hinted there would 


be “longer rockets 
with bigger reach” 
in future. 


to get hotels, games 

village, stadia and fly- 

overs ready in time. 
Feroz Ahmed 


A ministers in the previous UPA 
- government and, not surprisin- 
gly, former health minister 
Anbumani Ramadoss ranks at 
the bottom. Millions die of 
preventable diseases such as 
- tuberculosis, cholera, etc. 

Lack of healthcare infrastruct- 
ure, poor quality of healthcare 
services and lack of regulation 
are basic issues that the new 

ndia's government will need to tackle. 
E The swine flu threat should act 
as a trigger to put health on the 
top of the government's agenda. 
Noemie Bisserbe 





1 JUNE 2009 | 3 BUSINESSWORLD 


Comment 





Philosophy As 
Management 


by ashok v. desai 


THIS COLUMN IS READ BY MANY STUDENTS OF 
management, so I will have to be careful. I 
have tried to read management literature. I 
once almost became a professor in a man- 
agement school, but had to give up because 
the school’s tax on professors’ outside earn- 
ings meant that I would be paying the school 
to work for it. But I always had the feeling 
that much of management literature was 
pretentious nonsense or moral sophistry. 
Now I can attribute that view to someone 
else — Matthew Stewart. 

Stewart is a chronically stray animal. In 
college, he had thought of doing astrophysics. 





A philosopher 


tury pioneers. Frederick Winslow Taylor 
measured how much work labourers did, 
and advocated management by measure- 
ment and control. Elton Mayo attributed 
higher productivity to better relationships, 
and advocated creation of a friendly, egali- 
tarian environment. These two ideas man- 
agement experts repeat in new, impressive 
words. W.B. Given favoured bottom-up 
against top-down management in 1949, 
James C. Worthy celebrated flat as against 
hierarchical structures, Tom Burns and G.M. 
Stalker favoured lateral as against vertical 
information flows in 1961, and Rosabeth 
Moss Kanter said in 1983 that integrationist 
organizations would win over segmentalist 
ones. Every new expert put the dichotomy in 
new words, but it could be traced back to the 
earliest management experts. 

Management education does have bits us- 
able in business. Accounting is a good way of 
recording and summarizing financial trans- 
actions. Statistics is a good instrument for 
extracting robust conclusions from figures. 


He somehow lost his way and studied meta- would tra Economic modeling can be used to clarify 
physics instead. After doing a postgraduate ni decision-making. And management stu 
degree in philosophy, he needed a job. Some management dents are made to talk a lot and make many 
fel, coh fie chee BIA en apalie 2 NER oae E Aene Pica M SO 
consultancies, so he too s - ; 

cations, and landed a job in one. He must two schools of quite useless. But all its useful bits come 
have been abnormally successful, for he set hilosophv — from other disciplines which evolved their 
up his own management firm. And it must p p 1y techniques without ever thinking about their 
have done well, for now he does philosophy humanism, use in management. And since management 
full time and still lives in comfort. and pays well, it attracts bright students; that ex- 

But after he left management consultancy i i plains part of their higher market value. 
and had time to himself, he decided to read rationalism Is management science then bunkum? 


management literature and find out what he 

had missed. He found nothing; he was just 

bored to death. He calls management literature toothless wis- 
dom, and compares it to the sermons of Deepak Chopra. It is 
not entirely useless, but just as people can live satisfactory lives 
without listening to Chopra, they can manage with reasonable 
competence without doing a management degree. 

All sciences rely to a greater or less extent on quantitative 
techniques. Stewart is scathing about their use in manage- 
ment. I can hardly believe it, but he says one of his colleagues 
invented a technique called two-handed regression: ifthe data 
do not fall on a well-behaved straight line in a bivariate graph, 
he would remove the recalcitrant observations with both 
hands. According to him, management consultants are as lit- 
tle interested in finding out whether their prescriptions for 
their clients worked as in what happened to their ex-wives. 
They are engaged by CEOs of firms in trouble; they just help a 
CEO keep a sinking firm afloat till he finds another job. 

Stewart traces management theory to two early 20th-cen- 


Stewart would not go so far; at this point he 

becomes polite. He says it consists of reli- 
gious beliefs that can be traced back to two schools of philos- 
ophy — rationalism and humanism. Thus in essence, man- 
agement is just elementary philosophy dressed up in fancy 
words — a minor branch of metaphysics. Which, then, is the 
right management philosophy? That is a wrong question to 
ask. For in philosophy, no school of reasoning finally tri- 
umphs against another. But having been a management con- 
sultant, Stewart can hardly end on that indeterminate note. 
So he gives three pieces of advice. First, expand the domain of 
your analysis. Second, hire people with diverse experiences. 
And finally, communicate, communicate, communicate. 
That is the message of Stewart's article in The Atlantic 
Monthly. It may not be the last word in management — in 
fact, it is somewhat old — but it is superb writing. 





The author is Consultant Editor of Businessworld. 
ashok.desai@ gmail.com 
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In The News 


STOCKMARKETS 


The stock- 
markets’ 
euphoria 

could soon be 

a thing of 
the past 


BULLISH: Investors 
greet the rising Sensex 
on Monday outside the 

BSE building in Mumbai 


| Gone In "d Q 9 a 


FROM MONDAY TO THURSDAY, THE STOCKMARKET 
has been a roller coaster ride. After jumping 
over 2,000 points in about a minute’s trading 
on Monday, an up and down, wild swinging 
Tuesday but ending essentially flat, the Bombay 
Stock Exchange’s (BSE) Sensitive Index (Sen- 
sex) fell into decline on Wednesday and Thurs- 
day, losing nearly 600 points. 

Clearly, the national elections were the cause 
of Monday’s big bounce. Expectations of a 
strong Congress-led, reform-friendly govern- 
ment rode high, as the Left parties that have 
been perceived as a drag on the past govern- 
ment have been decimated. The strong showing 
by the Congress party on its own account added 
more fuel to this fire of optimism. 

“Given that investors of all shades and sizes 
wanted to see a stable government in India, a 
double digit post-election bounce was always 
on the cards,” says Saurabh Mukherjea, head of 
Indian equities at Clear Capital, a subsidiary of 
the UK-based Noble Group. “However, caution 
over the next couple of months is warranted as 
we head into a period of tricky news flow.” 

But caution is the last thing on the minds of 
the Association of Chambers of Commerce and 
Industry (Assocham), which dubbed the bigg- 
est one-day gain in Indian stockmarket history 
as justified. Many market analysts have echoed 
Assochams delight moderately, saying that it is 
a sign of positive things to come. 

Is the rally here to stay? Few are completely 


certain that it is. For one thing, global economic 
conditions still matter. The US economy is yet 
to bottom out; it could be a while before the im- 
pact of any positives filter back to India. 

Secondly, capital inflows still count for a lot. 
Foreign institutional investors (FIIs) may have 
shown up in big numbers this week — FII 
inflows is put at nearly $2 billion since Monday 
— though the markets' rise since mid-March 
seems to have been driven domestically, with 
FIIs coming in at the fag end. Whether they will 
be sustained is still a matter of speculation. 


Nothing much seems to have changed on the 
business and economic front, if at all. Corporate 
earnings are still weak, many companies are 
still financially stressed, and raising money is 
still hard, despite the recent announcement of 
several capital raising efforts through private 
placements of equity through qualified institu- 
tional placements (QIPs) and debt (such as Tata 
Motors' debt issue of nearly Rs 4,900 crore). 
Most expect markets to be volatile. 

“We believe that markets will remain volatile 


as there are players who are under-invested and 


may want to invest post more political certainty" 
says Dipen Shah, vice-president of the private 
client group at Kotak Securities in Mumbai. If 
anything, that volatility is likely to be exacer- 
bated by FII participation, according to some. 
"Profit-booking from FIIs at intervals can't be 
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ruled out, but broadly we expect them to be net 
_ buyers of Indian equities in 2009," says Hitesh 
: Agrawal, head of research at Angel Broking in 
Mumbai. “Globally, the liquidity position is 
. comfortable, and the risk aversion among inve- 
stment fund managers seems to be dissipating.” 
-Many argue valuations have become att- 
. ractive, so investor interest is only natural. “The 
trading band for next six months will be set 
: between 12,000 and 15,000 for the Sensex," 
says Devesh Kumar, chairman of Centrum 
- Broking. "The government will have to offer 
a blend of reformist and populist packages so 
that the weak Opposition does not get an issue 
to whip up passions." 





Must Come Down? 
Others believe that while things look nee now, 
oo westill are vulnerable to bad news from the rest 
of the world. “Many are talking about decou- 
pling z again, but take that with a large dose of 
.. salt; says V.R. Srinivasan, chief executive officer 
.. of Brics Securities. “All the domestic factors 
have already been discounted, so any move- 
ment in the stockmarket indices will have to 
come from global events.” 

And then, there's the budget, due in July; of 
<: course, some expect a vote on account rather 
than a full budget. Earlier this week, some Con- 
gress party officials suggested that many of the 
measures were already announced in the 
interim budget, and thus there was little scope 
Íforany far-reaching: measures. “The reason that 
the deficit matters is because high government 
0) rowing has already raised interest rates too 
th, says Murali Krishnan, head of research at 
oit Capital. "If companies continue to have 
high. interest costs, corporate. earni ings 
ns are going to remain under pres- 
annot be good in the long run.” 













Fluid Path All The Way 


crashes and surges intensify volatility in the markets 
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 Atsomeé point, the government will also have 
to think about raising revenues to reduce its fis- 
cal deficit; it could withdraw the excise and 
other exeniptions granted to industry by the 
next budget. After all, says one analvst, there's a 
limit to government spending that can be 
financed by borrowing. The government needs 
to raise its revenues back tothe levels ofthe past 
four years to keep growth ticking over. 


It's Fundamental 

Price-earnings multiples have to be driven by 
fundamentals. Even the past years of solid corp- 
orate performance have been driven by finan- 
cial operations rather than business operations. 
For example, the ratio of capex to depreciation 
has been less than 1 from 2003 to 2007; compa- 
nies have ploughed back less in investment. 

Corporate financial performance has been 
cost-led: low input costs underpinned by very 
low commodity prices and ‘asset sweating’ — 
very high capacity utilisation — have been the 
principal drivers of earnings and margins. Com- 
panies have started capital expenditure pro- 
grammes in 2007, when commodity prices also 
began to rise sharply. Now, high interest cost and 
depreciation will, and are, eating into margins. 

Commodity prices and input costs are 
beginning to firm up and even rise. Consider 
this: 48 per cent ofthe earnings per share of the 
Sensex is derived from metals, energy and 
commodities. Increases in input costs cannot be 
good news for company performance and 
business fundamentals. 

Combined with the possible withdrawal of 
excise benefits and a delayed global revival, the 
market rally could be short-lived, perhaps j justa 
few weeks. The all-too-sudden rise in the Sensex 
could be gone in 60 days. 

Srikanth Srinivas with Rajesh Gajra 
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FINANCE 


Another Shot In The Offing? © 





Merely 
announcing 
yet another 

stimulus 
package is not 
going to work 


PLAYING SAFE: 

Of late, banks prefer to 
park overnight funds 
with the RBI rather than 
give out loans 


NEW DELHI IS ABUZZ WITH CHATTER THAT ARMED 
with a decisive mandate, the Manmohan Singh 
government will unleash a fresh monetary 
stimulus soon. The reasoning is that the earlier 
three stimulus deals have run their course, as 
have the quasi ones in the form of the Rs 
65,000-crore farm-loan waiver and the payout 
on account of the Sixth Pay Commission. 

A new stimulus package cannot just be about 
another round of cuts in key rates — reverse re- 
pos and the cash reserve ratio (CRR). Dud loans 
are a bother. Take the case of State Bank of India 
(SBI), the country’s largest lender. Its net profit 
rose 45.6 per cent (year-on-year) to Rs 2,742.31 
for the March 2009 quarter, and this was mainly 
on account of a rise in treasury and other in- 
comes. And though net non-performing assets 
(NPAs) were largely flat at 1.76 per cent (1.78 per 
cent), it has restructured loans amounting to 
nearly 1.8 per cent of the total book. 

And it is no wonder that of late, banks have 
parked nearly Rs 1 lakh crore on a daily basis at 
the Reserve Bank of India’s (RBI) reverse repos 
window. On 15 May, the amount stood at 
Rs 1.24 lakh crore. Clearly, banks prefer to park 
overnight funds at 3.5 per cent with the RBI 
rather than give out loans and face a headache 
down the line. There is also a larger question — 
are interest rates such a bother for India Inc.? 
According to Centre for Monitoring Indian 
Economy data, interest costs as a percentage of 
total expenses ranged between 0.1 per cent (for 
tobacco companies) and 7.5 per cent (for elec- 
tricity and fertilisers companies) in 2007-08. 


BLOOMBERG 


Then the fresh bull run on the bourses cou- 
pled with the chorus for still lower interest rates 
have their own implications. Madan Sabnavis, 
economist at NCDEX, is of the view that RBI 
will have its task cut out trying to balance the 
demand for funds with supply. “While attention 
so far has been on lowering interest rates to as- 
suage industry, it must be realised that lowering 
deposit rates further would be self-defeating as 
savers will look for other avenues. Considering 
that the stockmarket can be expected to remain 
buoyant, funds would be diverted to this seg- 
ment, especially mutual funds, and banks will 
face a liquidity crunch,” he says. 

So, with both government and industry de- 
manding funds, banks have to go slow on de- 
posit rate cuts. As liquidity is not a constraint 
today, RBI will have to try and encourage banks 
to lend more to industry, and maybe some re- 
laxation in bad-loan norms may be considered 
for a year — some kind of a temporary partial 
holiday though not a prudent one. 

Until about a fortnight ago, the concern was 
over the slowdown in foreign trade and capital 
flows and balance of payments management. 
There are substantial repayments that are due 
this year (around $90 billion, of which $30 
billion are non-resident Indian deposits that 
may get reinvested). And that these outflows 
may not be matched with the inflows due to the 
stickiness of the cross-border loan markets. 

The decisive mandate may well change all 
that, but it will also come at a price. Sonal 
Varma, economist at Nomura Securities, cites 
inflation, which currently hovers under 1 per 
cent. “The strong growth in the economy, a 
recovery in credit growth next year, and excess 
liquidity could fuel inflation. Strong net capital 
inflows and banks easing credit restrictions 
could trigger faster broad money growth.” She 
notes that were the RBI not to suck out the 
excess liquidity, “our inflation model suggests 
that wholesale inflation could rise to 6.5-7.0 per 
cent by the second-half of 2010”. 

The downtrend in interest rates (inflation 
too), therefore, may well have bottomed out. As 
Aditya Narain, analyst at Citi observes, “Given 
that trends in inflation have remained benign, 
we don't expect to see any significant changes to 
monetary policy. Our forecasts continue to fac- 
tor in a 50 basis points easing in policy rates." 

Clearly, monetary policy alone cannot deliver. 

Raghu Mohan 
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Selling In Hard Times 


Companies 
are resorting 
to various 
Strategies 

to woo 
consumers 


COOL CALL: Consumer 
electronics are 
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INDIAN CONSUMERS ARE HOLDING ON TO THEIR 
purses during the economic downturn. And 
companies are doing their best to woo them 
back with huge discounts and by customer 
service. For example, in Pantaloon’s Furniture 
Bazaar, a sofa set that cost Rs 1 lakh a few 
months ago is now available for just Rs 20,000. 


even tried to infuse a ‘human touch’ to its serv- 


ices. “We experimented with a retail store-in- 
store strategy, where we would meet the cus- 
tomer directly. But we realised we needed to 
focus on being an online company,’ says Stuart 
Crighton, CEO of Cleartrip.com. 

But not all sectors are struggling. A Boston 
Consultancy Group (BCG) report says consumer 
electronics will gain during a downturn, while 
sectors such as apparel, travel and enterta- 
inment will feel the pinch. “Companies that can 
move to smaller packaging or value items will 
essentially gain a foothold in the market.” says 
Abheek Singhi, partner and director at BCG. 

“Consumer electronics items have become a 
need, especially mobile phones and televisions.” 
says Ajit Joshi, CEO and managing director or 
Infiniti Retail, which owns Croma. Joshi says 
that Croma sells about 5,000 laptops a month. 
Better visibility and options to choose from are 
also important. According to an AC Nielson 
report, people prefer to go to a shop where a 
wide array of products are available. But con- 
sumer companies are yet to create a business 
model for better product visibility, says Hemant 
Kalbag, principal at AT Kearney. 


expected to do better — Cleartrip.com, an online travel company, has Vishal Krishna 
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and technology that creates dynamic 
fountains where water moves to relax, 
refresh, entertain and make an impression. 
For even greater impact Multimedia Light 
& Water Shows with lasers provide 
spectacular entertainment. Designer 
fountains, precision engineered and 
installed by our technicians, there are 
models suitable for almost any location be 
it outdoors, indoors, floating for water 
bodies, offices, hotels, parks, corporate 


headquarters - practically anywhere 
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PHARMACEUTICALS 


It Is Time For Symbiosis 


As big-ticket 
patents expire, 
pharma 
biggies rush to 
form new 
alliances 


NEW ALLIANCE: 
Pfizer's Kelvin Cooper 
(left) with Claris's 
Arjun Handa 


NEW YORK-BASED DRUG MAKER PFIZER INC. IS 
moving fast to take a larger position in the 
global generics or off-patent drugs market. This 
week, the company announced a partnership 
with an Indian off-patent drugs manufacturer 
— its second one in three months — for generic 
drug supplies to western markets. 

Ahmedabad’s Claris Life Sciences will supply 
15 injectables — all off-patent — to Pfizer for 
Europe, North America, Australia and New 
Zealand. These products, in areas such as infec- 
tion and critical care, will be manufactured in 
Claris’ US FDA-approved facilities near Ahme- 
dabad, and bear the Pfizer label though they 
have not been discovered by Pfizer. In March, 
Pfizer forged a similar partnership with Hyder- 
abad-based Aurobindo Pharma for oral drugs 
such as tablets, which it extended this week to 
more products, and markets. 

The moves, spearheaded by Pfizer's newly- 
created Established Products Business Unit 
(EPBU), are part of the company’s plan to use 
the booming generics market opportunity to 
shore up its growth, even as it tries to rejuvenate 
its core business of discovering, developing and 
commercialising completely new drugs. 

Drugs totalling over $100 billion in sales, pa- 
tented to large drug firms, will see their patents 
expire by 2015, says a report by Yes Bank and 
the Organisation of Pharmaceutical Producers 
of India. Noteworthy among them is Pfizer's 
cholesterol reducer Lipitor, the biggest pharma 





ap Claris 





brand ever with revenues topping $12 billion, 
which goes off-patent in 2011. But as prices 
crash, there won't be enough new, under-patent 
drugs to replace lost sales, spurring an interest 
in generics not just within Pfizer, but other 
pharma firms as well. 

This week, Switzerland's Novartis said it 
would buy the generic injectable cancer drugs 
business of Austrian company Ebewe Pharma- 
ceuticals for $1.3 billion. "The top pharma com- 
panies of the world are taking very strategic 
positions,” says Arjun Handa, managing direc- 
tor and CEO of the Rs 750-crore Claris, which 
already has a decent-sized presence in India 
and other emerging markets. “Our deal with 
Pfizer is a bold move and while there is some 
apprehension, there is also a big opportunity 
out there for us to capitalise on.” 

Novartis has been strengthening its generics 
business for the better part of a decade. Pfizer's 
$11-billion EPBU, on the other hand, is seeing 
declining revenues in spite of having about 380 
products in its fold. "We aim to stabilise that 
and turn it into an engine of growth for Pfizer,” 
says Kelvin Cooper, senior vice-president for 
portfolio development, established products. 
The unit wants to grow in double digits by 
2012-13, Cooper told BW. That would need 
more products, at low costs. 

This is good news for Indian drug firms that 
have invested in state-of-the-art manufacturing 
facilities, product development and regulatory 
affairs teams, but find that with some exceptions 
they lack the resources and execution capability 


- tocrack open the increasingly-competitive west- 


MAYUR BHATT 


ern markets all by themselves. “Perhaps two 
years ago, companies wanted to do it by them- 
selves, but now they are saying let’s join hands,” 
says Handa. “This is the era of alliances.” 

The deals also endorse India’s low-cost, high- 
quality proposition, which has lately come un- 
der a shadow with Ranbaxy Laboratories being 
investigated by the US drugs regulator for not 
adhering to quality manufacturing practices. 

True, for some such as Dr. Reddy’s and Sun 
Pharma, which have their own presence in the 
western generics market, the advent of players 
such as Pfizer with greater heft could pose a 
competitive threat. But for many others, Big 
Pharma’s newfound interest in generics means 
one more potential opportunity. That is, if like 
Claris and Aurobindo, they have what it takes. 

Gauri Kamath 
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TELECOM 


-A Wake-up Call 


India’s revered 
telecom 
services are 
highly 
vulnerable to 
sabotage 


IN SAFE HANDS? 





DISGRUNTLED EMPLOYEES AT MAHANAGAR TELE- 
phone Nigam (MTNL) have highlighted a big 
loophole in India’s critical and highly-revered 
telecom services — lack of redundancies or the 


SANJIT KUNDU 


customers in Delhi and Mumbai to ransom by 
going on strike and cutting fibre optic cable lines 
at seven places in Delhi. Their grouse: they were 
not given the Sixth Pay Commission benefits like 
their peers in other public sectors. 

MTNLS telecom services in the two cities, 
which included the wireless mobile, internet 
and broadband, were severely affected. It cripp- 
led a large number of logistic functions at Air- 
port Authority of India and All India Institute 
of Medical Sciences in the capital. 

“It was an unfortunate incident and we have 
lodged a police complaint,” says R.S.P. Sinha, 
chairman and managing director of MTNL. 
Doesn't MTNL have redundancies in place? 
“We are setting up the system,” Sinha says. 

Telecom analysts are aghast. “Telecom opera- 
tors shy away from offering a service level agree- 
ment with redundancy of 99.99999 per cent,’ 
says Gautam Balakrishnan, director of Optsoe 
Consultant. “Attack can happen on any net- 
work; the trick is to build a redundancy.” 

Clearly, quality of service (QoS) is an area 
where the telecom regulator needs to step in. 


MTNL doesn't havea — networks ability to reroute traffic in the event of 
redundancy system to a disruption at a point. Last week, more than impose strict regulations on QoS parameters. 


deal with breakdowns — 4,000 employees of MTNL held their 400,000 M. Rajendran 
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Hitachi Home & Life Solutions ( India) Ltd. 
Unveiled New Range of Air Conditioners 






Hitachi Home & Life Solutions (India) Ltd. (HHLI) unveiled its new 
range of air conditioners ACE FollowMe and ACE Cutout. This new 
range is the perfect blend of superior technology, elegant design 
and high energy efficiency. 

Salient features of FollowMe are: 

FollowMe is a unique feature developed by Hitachi, which is 
activated at the press of a button on the remote: High sensitive 
sensors of the ACE FollowMe air-conditioner detects even the 
smallest of the human body movements (1 ft magnitude) in the 
three sensing zones & directs the airflow towards the direction 
where the movements take place. It also has: 


* Higher cooling capacity with Higher star rating 








Cooling Capacity 
BTU/Hr 


[Wis 


23500 6891 


* Auto Humid Control with 27% reduction in relative humidity 











Tonnage (Tr) Star Rating 






* Auto Climate Technology 
* Low sound level of 34 dB for 1.5 Tr 
* On/Off Timer with advanced start-up 
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ACE FollowMe: 






Rs. 41000 (1.5 Tr.) & Rs. 46750 (2 Tr.) 


nergy Effictency: 57% of all Hitachi split AC models are 5 star rated. Rs. 25990 (0.9Tr.), Rs. 31750 (1.2 Tr.), 








In The News 





MEDICINE 


Ayurveda Comes Of Age 


India is 

finally bringing 
herbal drugs 
on par with 
allopathic 
medicines 


NEW STATUS: 

Herbal products could 
soon be prescribed by 
allopathic doctors 


DURING A RECENT VISIT TO THE US, PRIME MINISTER 
Manmohan Singh delivered an eloquent speech 
to US Food and Drug Administration (FDA) 
officials on the medicinal properties of Indian 
Ayurvedic herbs. One official asked him: “India 
doesn’t even grant herbal products the status of 
drug, so why are you asking us to do it?” 

In spite of India’s rich Ayurvedic tradition, 
herbal products are not approved as ‘drugs. 
However, that may soon change. The Drug 
Technical Advisory Board will consider this 
month a proposal by an experts committee, to 
amend the Drugs & Cosmetics Act to include 
new guidelines for prescription herbal drugs, 
referred to as 'phytopharmaceuticals. The new 
guidelines, which could be notified in a few 
months, will make clinical trials mandatory and 
require for every application to be backed by 
strong scientific data. 

Herbal drugs have often been derided as pla- 
cebo treatment that may not cause much harm, 
nor treat serious ailments. “Drawing clear gui- 
delines for phytopharmaceuticals would benefit 
patients, who will have access to safe herbal 
products that can be prescribed by allopathic 
doctors too,” says D.B.A. Narayana, head of 
research at Hindustan Unilever, and also coor- 
dinator of the committee. Patients suffering 
from chronic diseases such as diabetes could 
particularly stand to benefit, as herbal products 
show fewer side effects. “There are no chemical 
drugs to treat chronic diseases such as rheuma- 





toid arthritis. Phytopharmaceuticals can fill 
this gap,” says Somesh Sharma, chief scientific 
officer at Piramal Healthcare. 

Other herbal drug makers also agree. “This is 
something that we have been asking for a long 
time,” says Ravi Prasad, president and CEO of 
Bangalore-based Himalaya. His company is al- 
ready conducting clinical trials for its products. 

In the US, the FDA mulled guidelines for pre- 
scription herbal drug way back in June 2004. 
This has encouraged several Indian drug mak- 
ers such as Mumbai-based Piramal Healthcare, 
Lupin, and Pune-based Indus Biotech to initi- 
ate research in this field. “There is a great need 
for better guidelines. Herbal products should be 
standardised and labelled carefully,” says Ra- 
jender K. Kamboj, president of novel drug dis- 
covery and development at Lupin. 

Piramal has several herbal drug candidates in 
the pipeline, including an anti-fungal and an 
oral herbal anti-inflammatory product in Phase 
II of clinical trials in India, while Lupin’s psoria- 
sis herbal drug, is now in Phase III. 

“New drug development is very expensive 
and time consuming, and chances of success are 
low; says Yogeshwara Rao, head of the Technol- 
ogy Networking and Business Development 
(TNBD) division at Council of Scientific and In- 
dustrial Research (CSIR). “However, develop- 
ing a herbal drug takes only about five years, 
costs anywhere between Rs 10 crore and Rs 15 
crore, and chances of success are much higher.” 
CSIR has developed four herbal drugs targeted 
at psoriasis (developed with Lupin), arthritis, 
liver protection and diabetes respectively that 
are now being tested for safety and efficacy. 

However, Ayurvedic drugs if manufactured 
in strict accordance with the authoritative 
books of Ayurveda specified in the Act, will still 
be granted automatic approval. “While Ayur- 
vedic texts may tell you a plant has certain ben- 
efits, you still need to identify which variety of 
this plant is the best and you need to ensure that 
your product is stable. The metabolites of a 
plant will vary from one to another,’ says Rao. 
Besides, while Ayurveda prescribes only water 
as a solvent or aqueous extracts, some approved 
products are obtained from a combination of 
water and alcohol. So, even as implementing 
these new guidelines would be a step forward, 
imposing stricter guidelines for Ayurvedic 
medicines too, is required. 

Noemie Bisserbe 
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THE EXIT POLLS AGAIN GOT IT WRONG. ALMOST ALI. 
the numbers forecast for the 15th Lok Sabha 
predicted a hung Parliament giving an edge to 
the Congress-led United Progressive Alliance 
(UPA). Almost all of them failed to catch the 
swing towards a decisive vote and instead 
exaggerated the strength of the Third and 
Fourth fronts. Most of the exit polls, conducted 
by news channels in alliance with audience 
measurement agencies, predicted the Third 
Front with its pre-poll allies would get more 
than 100 seats; it ended up getting 80 seats. 
Significantly, the only forecast that came 
close to the truth was the in-house Indian Nati- 
onal Congress projection, which gave itself 205 
seats and the BJP 168 seats. Interestingly, the 





Gujarat satta bazaar projections that gave UPA 
270 was also close; but the Mumbai satta 
bazaar bets — giving the NDA primacy with 
200 seats — was clearly off reality. 

The stockmarkets ignored the exit polls and 
did not take positions before the results on the 
predictions of a hung Parliament. In the 2004 
Lok Sabha elections, most pollsters ha 
dicted BJP and its allies emerging as the. 
largest group, while in fact it was the Congress 
led UPA that got more seats. NDTV had pres 
dicted that NDA would win 260-280 seats 
against the UPA' 165-185. But UPA won 218 
seats, while NDA got just 181, about 100 seats 
less than the forecast. 

Thistime round too, NDTV was off-the-mark 
predicting Congress getting a little over 160 and 
the BJP about 130. However, it correctly fore- 
cast the decimation of the Left in Kerala and 
West Bengal, predicting its seat-count drop- 
ping to less than 35. Yet, instead of the news 
channels eating humble pie and introspecting 
why their exit polls go wrong frequently, most 
were in a self-congratulatory mode. 

The exit polls were conducted by reputed 
market survey agencies. While the Centre for 
Voting Opinion in Election Research { CVoter) 
tied up with India TV and UTVi, ACNielsen 
crunched the numbers for NewsX. So why have 
they repeatedly got it wrong? Most pse- 
phologists blame the delimitation exercise that 





has redefined the number and boundaries of. 
most Lok Sabha constituencies. Since each of | 


the seats has no electoral history, predictions 
could go haywire, says Yashwant Deshmukh, 
director of CVoter, 

However, exit polls had got it wrong even be- 
fore the delimitation exercise. There was obvio- 
usly other issues that will have to be addressed: 
for example, sample size and failure to analyse 
local swings. On the other hand, there are those 
like the Election Commission that feel exit polls 
are manipulated and should be banned. 

In a democracy, perhaps that is not the right 
thing to do. But if the exit pollsters don't 
address their methodology quickly, they just 
might die a natural death. 

Gurbir Singh 
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Soon, your 
broker could 
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choose bet- 
ween buying 
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NEW HORIZONS: 

The coming few weeks 
could see some brokers 
offering overseas trading 


m 





ALMOST TWO YEARS AFTER INDIANS WERE 
permitted to invest in overseas markets, a 
number of equity brokerage firms are on the 
verge of offering overseas internet-based 
trading platforms to their domestic retail 
investors. High networth individuals have 
already been doing so through their wealth 
managers. The Reserve Bank of India (RBI) 
allows investments in non-commodity assets of 
up to $200,000 per year. 

On 28 May, Kotak Securities is launching one 
product. “Yes, we are planning to offer our 
clients an international trading platform,’ says 
Arindam Chanda, head of products and mar- 
keting. The brokerage firm told BW that this 
will be in alliance with a foreign financial firm 
and that it will “help Indian investors to diver- 
sify their portfolio across geographies such as 
the US, Europe, Asia and Australia, sectors, 
exchanges and products through direct access 
to 26 stock exchanges' equities, exchange 
traded funds and real estate investment trust 
securities". India Infoline and Sharekhan are 
two other brokerage firms that are likely to 
follow Kotak in coming weeks. 

Tie-ups with international brokerages are not 
new. ICICI Securities (that runs the e-trading 
portal, ICICIDirect.com) and Reliance Money 
were the first ones in 2007. While ICICIDirect 
had offered retail investors the option via its tie- 
up with US-based Penson Financials through its 
internet-based trading portal, Reliance Money 


allows only select clients to tap its in- 
ternational offerings does not adver- 
tise it on its trading site, Reliance- 
money.com, unlike ICICIDirect. 

But enough demand seems to be 
emerging to encourage firms to offer 
overseas investment options to their 
retail clients. “We have had some 
demand for an overseas trading 
product on S&P 500 index futures 
and options derivatives as well as 
some products on gold and other 
commodities," says Jaideep Arora, 
director of Sharekhan. But trading 
in commodities is not permitted by 
the Forward Markets Commission 
under current regulation. 

International brokerage firms are 
also interested in these collabora- 
tions. In February this year, Interac- 
tive Brokers Group, a brokerage firm 
on NYSE-Euronext that has direct market ac- 
cess to 80 exchanges globally, set up operations 
in Mumbai to offer their overseas platforms to 
Indian investors. 

And more are coming. Denmark-based Saxo 
Bank among them. *Our Singapore subsidiary, 
Saxo Capital Markets, and its CEO Kazuaki 
Takabatake and his team have engaged with a 
number of financial institutions that, through 
partnerships with Saxo Bank, can provide 
Indian investors access to our suite of invest- 
ment trading products,” says Shailendra Robin 
Patel, senior executive director, global business 
development at Saxo Bank. Saxo's tie-up with 
an Indian financial institution will be 
announced in a week or two. 

Does it work, businesswise? "Since we started 
offering US-based equities, exchange-traded 
funds and equity derivatives to our clientele, we 
have a steady following that is small in number, 
but high in value,” says Anup Bagchi, executive 
director at ICICI Securities. 

But regulatory restrictions limit the extent to 
which Indian brokerage firms can go. 
“Arbitrageurs and speculators are keen to 
dabble in international markets, but you are not 
allowed to remit funds abroad for margin 
trading or margins on derivatives contracts," 
says Sharekhan’s Arora. 

For that, the RBI and Sebi will have to ease 
up, which may not happen soon. 
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Enabling our global employees, across 
three continents, to work together and 
share information effectively was an 
increasing challenge. That's when we 
turned to Microsoft Collaboration. Now 
we save 1,450 person hours and $650,000 
in costs annually on appraisals and 
surveys. Activities that took over a day 
now take place in just 10 minutes. 

NET RESULT: 

Productivity up, Feedback Time down! 
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Crisis Log 





Hewlett-Packard will slash 6,400 jobs, Japan's economy falls over 15 per cent 


Rising Deficit Worries RBI 


INDIAS MODEST DEPENDENCE ON EXPORTS WILL 
help the economy tackle the global recession 
and recover this year, Reserve Bank of India 
(RBI) Governor D. Subbarao has announced. 
He, however, is concerned that widening the 
budget deficit to finance more fiscal stimulus 
may keep interest rates from declining. Large 
government borrowings are going against RBI's 
efforts to maintain low interest rates. The tax 
cuts and increased spending has widened 
India’s budget deficit to 6 per cent of GDP in 
FY2009. The central bank continues to support 
its forecast of 6 per cent economic growth in the 
year ended 31 March. 


THE OB ENCOURAGING SIGNS: THE US ECONOMY MAY BE STEADYING 
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The New York- i of de-regulation for the pension funds, banking as exports fell and businesses cut spending, 
based firm plans and retail sectors. the statistics bureau said. The drop is the 
to save $800 On high ground: India is better placed than biggest since official records began in 1952. 
million in 2009. China to face the global economic crisis, Widening crack: Britain's budget deficit 
according to a 'stress test' conducted by the soared to £8.5 billion ($13.4 billion) in April 
international business school IMD. India has been compared with a £1.8 billion deficit in the 
ranked 13th, with a score of 68.1 on 100, and same period last year. 


China 18th, with 64.6 points. 


hillion. The first annual net loss in 13 years posted by Air France, Europe's higgest airline. 
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- Climate Sans 
Borders 


by nayan chanda 


AS THE UN CLIMATE CHANGE CONFERENCE IN 
Copenhagen scheduled in December ap- 
proaches, the debate over responsibility for 
the danger we have created is heating up. The 
industrialised world is urging developing na- 
tions such as China and India to accept limits 
on carbon-dioxide emission as a pre-condi- 
tion for their own emissions-reduction plan. 
Countering such demands, China and India 
retort that the West, being principally re- 
sponsible for the build-up of greenhouse gas, 
should take the first step and cut some slack 
to the still-poor developing countries. Even 
now, the Copenhagen negotiations seem to be 
headed for a stalemate, or at best another un- 
enforceable commitment like the Kyoto Pro- 





Blame games 
have begun 


Bound Together 





ated with those goods’ production.” To the ri- 
poste that such taxation goes against WTO 
rules, Krugman says, “Sorry, but the climate- 
change consequences of Chinese production 
have to be taken into account.” Precisely 
where that responsibility lies will be debated 
in the months leading up to Copenhagen. 
Against the backdrop of a debate about 
who is more to blame for greenhouse emis- 
sions, the world remains on an inexorable 
path of warming. What used to be a perma- 
nent ice sheet covering, Greenland is crack- 
ing and glaciers have broken up. The Arctic is 
becoming ice-free in the summer, creating a 
feedback loop of further warming of dark ice- 
free water, and accelerating the prospect of 
rising sea level. Such a rise will, at some point, 
make the Maldives disappear and devastate 
the lives of tens of millions of coastal resi- 
dents from Bangladesh to South-East Asia. 
Himalayan and Tibetan glaciers have been 
shrinking at an alarming rate threatening the 
livelihood of over a billion people dependent 
on the major river systems of Asia. These 
hithertofore slow-motion changes have been 
accelerated along with fossil-fuel generated 


tocol. For all their talk of a global threat, in the economic growth. That acceleration is now 
politicians find it hard to admit to their fellow run up to being monitored in daily satellite images of 
countrymen the simple fact that national p the troubled earth. The images along with 
borders are irrelevant to the climate. Copenhagen predictions by scientists have cast dark shad- 

Millions of people living on the Bay of climate ows over decades of economic growth that 
Bengal will be made homeless as the sea level has lifted hundreds of millions of people out 
rises. That they never drove a car nor owned change meet of poverty in the developing world and in- 


a television or had the smallest carbon foot- 
print on earth means nothing. The carbon- 
innocence of those whose homes may be 
swept away by fast-melting Himalayan gla- 
ciers too would not make any difference. 
Shoppers in California, who enjoy cheap Chinese-made 
goods at their local Wal-Mart, did not expect the ‘brown 
cloud’ of pollution blown across the Pacific by jet stream 
from China to add to their smog. In the end, the impact of 
pollution affects all. 

A recent study showed that one-third of China’s pollution 
comes from the production of exports. Instead of focusing 
on the collective responsibility of both buyers and sellers, the 
statistics produced only finger-pointing. Chinese officials 
urged Americans to change their lifestyle and consume less. 
Chinas critics, on the other hand, blamed China for ship- 
ping its pollution to the suppliers of components and raw 
materials. Nobel-laureate and New York Times columnist 
Paul Krugman joined the fray by calling for a carbon tax on 
Chinese exports. 

Krugman argues that “shoppers who buy Chinese products 
should pay a ‘carbon tariff’ that reflects the emissions associ- 


scheduled in 
December 


creased comfort for millions of others in the 
developed world. But, as the environmental 
cost of the growth comes into focus, govern- 
ments have engaged in the blame-game. 

The US notes China’s emergence in 2008 
as the world’s top polluter and calls for capping its emissions 
urgently. China points to years of western pollution that is re- 
sponsible for 64 per cent of problems associated with climate 
change and its own per capita emission of four tonnes com- 
pared to the US's 20 tonnes. It is unquestionably a tough job 
bordering on political suicide to ask global citizens rather 
than citizens of specific blameworthy countries to bear hard- 
ships now — as a low carbon policy definitely would — in or- 
derto prevent some nebulous disaster in the future. But lead- 
ers of both the developed and developing world must at some 
point acknowledge the threat hanging over humanity like 
Damocles' sword. The threat of global climate change is not 
one that can be calculated on a national per capita basis. 

The author is director of publications at the Yale Center for 
the Study of Globalisation and Editor of YaleGlobal Online. 
boundtogether.bw@ gmail.com 
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Repositions 


VCs are now 
restricting 
their funds 

and not 
investing in 
lump sums 


by P. Hari in San Francisco 


. TUCKED AWAY ON PIER 33 ON SAN FRANCISCO BAY, 


KPG Ventures is among the many small compa- 
nies in the area routinely eclipsed by the large 
venture capitalists (VCs) on Sand Hill Road. 
KPG makes seed-stage investments in start- 
ups, and had raised its second fund of $20 mil- 
lion in October last year. Partner David Hills, 
who joined the company at the same time, is as 
busy as ever in his career. He reads 15 business 
plans a week, and has made four investments 
already this year — three of them in new com- 
panies. The recession does not bother him and, 
in fact, does excite him as an investor. “I 
have been through five recessions, and 
they are always a good time to invest.” 
If you talk to VCs or entrepreneurs in 
the US, or if you attend conferences on 
entrepreneurship, it is sometimes diffi- 
cult to feel the world is in the throes of a 
recession. Mark Cannice, associate pro- 
fessor of entrepreneurship at the Uni- 





CLEAN TECH DRIVE: 
VCs hope for big suc- 
cesses in this industry, 
directed mostly at 
fighting climate change. 
But since it is not 
capital-efficient, VCs 
need to invest more to 
make it a success 


gD venture capital 


Enterprising 


versity of San Francisco, does a study of VC con- 
fidence every quarter here, based on what VCs 
think of the investment environment over the 
next 18 months. The index of this confidence 
has been steadily declining in the Valley for the 
past five quarters. It rose again for the first time 
in the first quarter of this year. He has also been 
tracking the VC confidence in China, where it 
did not drop in the previous quarter. Cannice 
has also found an interesting positive correla- 
tion between VC confidence and the [PO mar- 
ket. “There is now an expectation of a recovery 
in the venture environment,’ says Cannice. 

The recent news about the VC industry has 
been very bad. The amount of VC money in- 
vested in companies fell significantly in the first 
quarter of this year all over the world. In the US, 
it was down 47 per cent in the first quarter, ac- 
cording to the MoneyTree report from Price- 
WaterhouseCoopers (see ‘Hitting A New Low 
on page 30). VCs invested 50 per cent less in in- 
ternational markets (Europe, Israel, India and 
China) as well in the first quarter, according to 
Dow Jones VentureSource. In the Silicon Valley, 
the drop was 43 per cent, and 
that too because of a decline of 
95 per cent in investments in 
clean tech. Entrepreneurs are, 
however, as active as ever. “En- 
trepreneurs are blind to eco- 
nomic conditions, says Brent 
Ahrens, general partner at 
Canaan Partners. “You cannot 
stop them.” Many VCs too like 
investing during a recession. 
“It keeps the noise out of the 
system,’ says Vish Mishra, 
venture director of Clearstone 
Venture Partners. 

Entrepreneurs are particu- 
larly active in areas that are 
VCs’ current favourites: con- 
sumer internet, software, 
healthcare and life sciences, 
and clean tech. VCs such as 
KPG are a vital cog in the en- 
trepreneurial machinery in 
the Silicon Valley, as they in- 
vest in early stages and thus 
help many start-ups get off the 
ground. KPG's recent invest- 
ments include the National 
Payment Card Association 
(NPCA), Lexy and Wowd. 
NPCA has a technology that 
eliminates credit card transac- 
tion fees. Lexy provides audio 
content on demand on any de- 
vice. Wowd, in its early stages 


BLOOMBERG 
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now, is developing a platform that would help 
"find the best content online. Started in 
006, KPG has made 25 investments in three 
vears. It has seen two exits last year. Hills says 


that as an early-stage investor, he is always on 
the lookout for disruptive technologies, and 


consumer internet — where his expertise lies — 


- is always a good place to look. 


Consumer internet is attracting the attention 


: of entrepreneurs and VCs for several reasons. It 
' "offers a myriad opportunities in terms of tech- 


nologies and business models. It also provides 
the opportunity to be capital-efficient. So both 
the investments and exits in this space are 


- marked by smaller deals — investments are less 
-than $10 million, and exits usually less than 
:/$50 million and often less than $25 million. It 


also offers an entrepreneur the opportunity to 
exit even before a large VC investment. 
Technology is still in a state of flux on the 


- internet. Web 2.0 companies themselves are in 
-. their early stages, and many new start-ups are 


now transitioning to Web 3.0, and are at a stage 
known as Web 2.5. New search companies offer 


qt Software 


Biotechnology 





.. Business products & services 
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consumers and advertisers more focused con- 


tent and services. And the mobile device, led by 
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the iPhone, is providing a 
new medium for the adver- 
tisers. Not surprisingly, a re- 
port recently published by 
the Seattle-based investment 
bank Cascadia Capital iden- 
tifies social media and mo- 
bile applications as the areas 
where entrepreneurs are 
most likely to make money. 
The fondness of the con- 
sumer for the virtual world is. 
inexorable— entertainment is cheap. Spending 
hours on a video game, for example, is much 
cheaper than going out for a movie. In a June 
2008 study, the specialised market research 
company DFC Intelligence predicted the global 
video game market to reach $57 billion at the 
end of this year. It is also a sector that is least af- 
fected by the recession, and is spawning new 
companies. For example, a deal that caught at- 
tention in the Silicon Valley this month was the 
$4.5-million funding of Booyah by Kleiner 
Perkins Caufield & Buyers. Very little is known 
about Booyah, except that it is founded by some 
gaming industry veterans and that it promises a 


1i JUNE 2009 29 BUSINESSWORLD 


HEALTHCARE AND - 







PHABMAPUSH: = 
Always sunrise indus- — 
tries, healthcare and. —— 
pharma continue to | 
interest VCs. Healthcare — 
reform in the US and. — 
declining drug pipelines — 
of large companies will ^ 
help start-ups develop 
new businesses 
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GO ON GAMING: 

A rapidly growing 
industry, gaming was 
not too affected by the 
recession. The industry 
is going through big 
changes, which often 
generate start-ups with 
new technology and new 
business models 





2002 


Qi a2 Q3 "Ir eua Vis 4 laraz ‘a Q3 a far Q2 Q3 Qu ROCA far Q2 a'a |a a Q2 203 I a2! 03 
732 


WII venture capital 


Hitting A New Low 


VCs invested just $3 billion in 549 deals in the US in the first quarter of 2009, 
marking the lowest venture investment level since 1997 


2003 2004 2005 


691 715 692 792 
combination of immersive experience, social 
media and iPhone and iPod touch. 

The gaming market is undergoing a shift in at 
least three aspects. First, the definition of a 
game itself is changing as more and more peo- 
ple are shifting from console-based to browser- 
based games. Second, the distribution model is 
changing. Earlier they were shrink- wrapped 
and sold through traditional channels; now an 
increasing number is being downloaded di- 
rectly. Thirdly, the gaming industry is shifting 
from an upfront payment model to a subscrip- 
tion model. *The next three years will see more 
changes in the gaming industry than in the past 
20 years,” says John Borchers, general partner 
at the VC firm Crescendo Ventures. Gaming is 
thus a big opportunity for start-ups. 

The gaming and consumer internet indus- 
tries go in close conjunction — and often over- 
lap — with the media and entertainment sector, 
another area under the VC radar now. The print 
media is going through a difficult phase in de- 
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veloped markets and may never recover, but the 
digital media is in the early stages of its evolu- 
tion, and attracting entrepreneurs and VCs. In 
particular, the movie industry is adapting tech- 
nology in a big way. “The merger of Hollywood 
and technology has only started,’ says Steve 
Bengston, managing director of PriceWater- 
houseCoopers Emerging Company Services 
Group, which produces the Money Tree report. 
While new areas such as these come up, old 
areas such as enterprise software have ceased to 
interest VCs. However, VCs are still interested 
in certain kinds of software. Prominent among 
them are SaaS (software as a service), cloud 
computing and virtualisation, and the semantic 
Web. SaaS, in particular, is attracting attention 
as a good way. “We like (in SaaS) the ability to 
lower costs, target the small-and medium-sized 
businesses, and to push out software releases 
seamlessly through the internet,” says Vispi 


Daver, partner of Sierra Ventures. 


Down, But Not Out 
Outside IT, and probably overlapping with it, 
are the sectors that are still the hot favourites of 
VCs — clean tech, healthcare and life sciences. 
For the past three years, clean tech has been 
attracting large investments from the VCs (see 
‘The Holy Grail Called Clean Tech’, BW, 23 
March 2009). The sector has seen the steepest 
fall in investments in the first quarter of this 
year, but VCs are still upbeat on the sector as it 
is expected to grow continuously for decades. 
One of the biggest problems of the sector is 


that some companies require large amounts of 


money; a start-up may require hundreds of mil- 
lions of dollars in several rounds of funding. 


2 VCs are no longer keen to fund such companies. 
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But many of them have already invested consid- 
erable amounts of money, and would like to see 
returns on the investments. Since all VCs are 
keeping aside money to invest in their portfolio 
companies — one reason why total investments 
have come down — we could see more invest- 
ments in clean tech in the future after a lull. 
One associates the word clean tech usually 
with a firm that is developing the next-genera- 
tion solar technology or a new biofuel. However, 
it is a large area that is as much concerned with 
energy efficiency as it is on new and renewable 
sources of energy. Innovations such as a new 


. software system to increase efficiency or a power 


management chip fall under this sector, and nei- 
ther requires enormous capital. Large projects, 
however, may need to look for debt financing. 

Like clean tech, the healthcare and life sci- 
ences sectors have been the hot favourites of VCs 
for a while. The pharma industry in the West has 
traditionally been very profitable. The sector 
becomes more attractive as the population in de- 
veloped countries starts ageing. Despite a high 
failure rate, the life sciences sector is attracting 
firms developing drugs for cancer, and cardio- 
vascular and neurological diseases. In fact, the 
declining new drug pipeline of large companies 
is seen as an opportunity for smaller players, 
who may not have the capacity to take their in- 
novations to the market. Medical devices and di- 
agnostics are also attracting attention. 

Two weeks ago, in one ofthe largest rounds of 
VC funding recently, the New Jersey-based Vax- 
Innate Corporation raised $30 million from 
several VCs to develop vaccines for various dis- 
eases, including influenza. It is developing a 
swine flu vaccine that will be available for test- 
ing in a few weeks. While the biotech funding 
dropped significantly in the first quarter of this 
year, well-known clusters such as the Bay Area 
and Boston held out better. With US President 
Barack Obama keen on healthcare reform, the 
sector is likely to attract large investments. 

While these areas interest VCs the world over, 
there are specific technology areas in specific 
geographies that interest them. In India, for 
example, education and infrastructure are 
hot areas. And mobile applications, one area 
where Indian firms can develop globally inno- 
vative technologies. "There are plenty of oppor- 
tunities in mobile applications for Indian com- 
panies, but it is not easy either, says Mohan 
Kumar, executive director, India, of the Silicon 
Valley firm Norwest Venture Partners. 


Going SmallIs The Way Ahead 

As entrepreneurs try their best to seek VCs for 
financing new companies, the VC companies 
themselves are undergoing a big change. On the 


one hand, they have not been raising funds. Ac- 
cording to the National Venture Capital Associ- 
ation in the US, 40 funds raised $4.3 billion in 
the first quarter of 2009, compared to $3.5 bil- 
lion in the last quarter of 2008. However, it rep- 
resented a 39 per cent drop compared to the 
same period last year. The number of funds that 
raised money was the smallest since the third 
quarter of 2003. 

The Valley, like many other places, is begin- 
ning to be filled with “VCs walking dead", a 
jargon for firms that continue to be in business 
but with no capacity to make fresh investments. 
The returns for VCs have also declined over the 
years. However, many VCs and entrepreneurs 
also feel that it is a period of structural change 
in the industry, including the nature of invest- 
ments. So we may see the end of an era where 
VCs used to invest a hundred million dollars in 
a single deal, and the beginning of an era where 
they invest tens of million dollars in a large 
number of companies. 

One could argue that VCs have been raising a 
lot of money in recent times, and thus did not 
need to do so this year. More worrying for the 
VCs is the lack of exit opportunities. The US saw 
the first zero-IPO quarter after a long time. In 
the Silicon Valley, the number of public compa- 
nies has been declining every year for the past 
eight years and now stands at 261, compared to 
315 in 1994 (the Valley newspaper San Jose 
Mercury News has been keeping track since 
then). It shows a change in how VCs exit com- 
panies: from IPOs to mergers and acquisitions. 
VCs say that two-thirds of the exits are now 
through mergers and acquisitions. 

The VC industry is generally cyclical: it has 
seen five-six cycles so far. However, the present 
events show a far deeper trend than a business 
cycle. The tech industry is maturing and is thus 
slowing down. It may no longer support billion- 
dollar VC-backed companies. VCs may thus 
have to look at building companies of a few 
hundred million dollars rather than billions of 
dollars. Huge returns may no longer be possi- 
ble, with occasional exceptions, unless a new 
technology wave happens. 





hari@bworldmail.com 


1 JUNE 2009 3 1 BUSINESSWORLD 





CONSUMER INTER- 
NET CLICKS: It is one 
of the hot favourites of 
VCs because the shift 
from offline to online 
will continue for a long 
time. Highly capital- 
efficient sector, but 
may not support big 
companies 
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[by M. ajendran 


Y the time you read this, 
some of the jostling for the 
key positions in the Cabi- 
net will be over. The United 
Progressive Alliance (UPA) 
will be ready to begin its 
second innings. And every- 
“one will be keenly watch- 
ing if Manmohan Singh 
unveils any big bang steps 
to “revive the economy in 100 days” as he had 
promised while campaigning for the elections. 
In the euphoria that has followed UPAS big 
win in the 15th Lok Sabha, one point is often 
missed. In its first innings, the UPA govern- 
ment, led by Singh, actually did nothing much 
for the economy, The Indian economy boomed 
in the initial four years of UPAs first term 
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Facing a massive fiscal 
deficit, the UPA government 
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largely because of the global conditions. Just as 
the current slowdown the country is experienc- 
ing is a byproduct of the global meltdown. In- 
deed, UPAs big contribution to the economy 
was that it simply did not do anything të med- 
dle or get in the way of the market forces — the 
economy was handed over to them by the Na- 
tional Democratic Alliance, or NDA, in not too 
bad a shape either. 

But this time around, Singh cannot depend 
on sheer luck to put India's economy back to the 
9 per cent-plus growth rates. The government 
needs to fix a lot that has remained neglected 
over the years. Some of these are things that are 
social issues impacting the economy. These are 
also issues that require considerable debate, 
consensus building and hard decisions -— such 
as reforming the education system, healthcare, 
internal security apparatus, judicial system and 
the labour laws. None of these have. easy 
solutions. And these all fall in the realm of 
policy reforms. 

On the other hand, there is also a lot that the 
government can do quickly to push the econ- 
omy back to the high growth trajectory it was 


following before the global meltdown. In many "^ 


of these, the policies are already in place. What 


| nin to be done is proper detailing and execu- 


"spoke to key bureaucrats, economists 
orate leaders to figure out what should 
overnment's agenda in the first 100 
Based on those conversations, here are 








five concrete issues the government needs to 
tackle — urgently. 
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FIX THE FISCAL MESS BY TARE iG SPEI 
UPAS record on fiscal restraint was almost un- 
blemished until the global financial crisis hit in 
the second half of 2008. In fact, in the budget 
for 2007-08, the fiscal deficit was lower than 
what was estimated (3.1 per cent against the 
budget estimate of 3.3 per cent). This was hap- 
penstance. The government was generating 
record revenues because of the booming econ- 
omy even though it was spending quite freely. 
However, 2008 threw all this out of gear. The 
fiscal deficit for FY2009 stood at 6 per cent and 
the current year's deficit (Centre and states 
combined) is likely to be over 10 per cent — 
among the highest in the world — with severe 
consequences for industry as the government 
borrows more to cover its expenses. Part of the 
problem is that revenues have fallen sharply as 
the industrial and services sectors were hit by 
the global turmoil (revenues were Rs 40,000 
crore below budget estimates). More impor- 
tantly, the Indian government, like others 
around the world, is trying to get out of the 


slowdown by hiking government spending. So 
far, the stimulus packages that were announced 
just before the elections call for a whopping ad- 
ditional expenditure of Rs 1,75,000 crore. 

There is already a buzz in the ministries that 
another stimulus package will be announced 
shortly after the government is formed. But 
there is a limit to how much the government can 
spend to revive the economy. As Parthasarathi 
Shome, a former advisor to the finance ministry, 
speaking in his individual capacity pointed out: 
“The Fiscal Responsibility and Budget Manage- 
ment Act targets should be maintained in the 
longer run even if a short detour may be needed 
because of the impact of global recession.” 

To stay within the limits of fiscal prudence, 
economists point out that the government 
needs to improve the quality of its spending. Es- 
sentially, the spending has to deliver more bang 
for the buck. And this has been a recurring 
problem that successive governments — includ- 
ing the UPA in its first term — have ignored. 
The logic is simple: if more of the money spent 
reached where it is meant to, less would need to 
be spent every year. While a large portion of the 
total government spending in a year is inelastic 
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(Left) 
Congress party President 
Sonia Gandhi and Prime 
Minister designate 
Manmohan Singh 





Disinvestment in PSUs 
such as NTPC and 
NHPC can bring in at 
least Rs 8,000 crore 
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— interest payments and defence spending — it 
is also true that there are lots of areas where bet- 
ter money management can deliver better 
gains. Most of these fall in the area of social sec- 
tor and welfare programmes. According to Un- 
esco, India’s literacy rate of 65 per cent is one of 
the worst in Asia despite its spending on educa- 
tion (4 per cent of GDP). It is higher than the re- 
gional median — 3.6 per cent of GDP. “Leakages 
have remained high by global standards and 
need to be dealt with fairly and squarely,’ says 
Shome. Given the amount of money spent by the 
government on social welfare programmes, the 
need to fix this is particularly urgent. 

Late Prime Minister Rajiv Gandhi had once 
estimated that only 15 per cent of the total funds 
targeted at the poor reach them. Finance min- 
istry sources say that leakages have only become 
worse since then. “With schemes multiplying 
and the focus diffusing, I'd be surprised if that 
was even 5 per cent today,’ says one of the bu- 
reaucrats in the ministry. Spending more on the 
same schemes and in the same manner is like 
throwing good money after bad. 

Bihar Chief Minister Nitish Kumar — who 
recently calculated the extent of leakage in 
Bihar — has suggested a radical solution. De- 
posit Rs 10,000 in every Bihari bank account 
and abolish all the hundreds of porous welfare 
schemes. “Maybe it’s time to extend his thinking 
across the country,” says one official. 
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DISINVESTMENT: RUN THE COU | PANIES 
At a time when even the US government is tak- 
ing up ownership in many companies and 
banks, talking of disinvestment being an urgent 
task for the Indian government may seem funny. 
But economists across the world agree that be- 
coming the owner of companies is not the solu- 
tion to the current mess. What is important is a 
proper regulatory regime. Across the globe, 
government attempts to run businesses have 
generally failed. India’s track record of manag- 
ing public sector units (PSUs) and nationalised 
banks is not good either. That is why UPA needs 
to get its act right on this front quickly. 

Perhaps one of the biggest achievements of 
the NDA government was its drive to disinvest 
PSUs through the strategic sale route (as op- 
posed to sale of shares), which does not lead to 
change in management. 

During 1999-2004, the NDA government 
was able to raise Rs 10,350 crore through 
strategic sale method. An ambitious target of 
Rs 78,000 crore had been set from the sale of its 
equity in PSUs during the 10th Plan (1 April 
2002 to 31 March 2007) but the process was cut 
short when a Congress-led alliance came into 
power. “This process, which came to a grinding 
halt when the UPA took charge, needs to be re- 
vived. We can argue about the best method and 
find fault with the prices at which companies 
were sold, but there’s no denying the fact that 





the government needs to stick to gov- 
erning. Focus on education, law and 
order, health, rural reform — not run 
airlines, hotels and make cars,” says a 
senior Planning Commission official. 

In the power sector, for instance, all 
files and administrative approvals for 
disinvestment of equity in enterprises 
such as NTPC, NHPC and PGCIL are 
in place. These alone can bring in at 
least Rs 8,000 crore. “But there has 
been a freeze on all this, which needs 
to now thaw,’ says a power ministry of- 
ficial. It is not the money that is impor- 
tant. What is important is the in- 
creased efficiencies that will result if 
the sales are made to the right bidders, 
says one bureaucrat. 

Not only does the government have no busi- 
ness being in many areas, proceeds from disin- 
vestment can provide a much needed cushion at 
a time when borrowing is rising and the poten- 
tial to raise revenue from taxes is limited. “It’s 
quite simple. Where will the money come from? 
Government borrowing is rising and you can’t 
hike taxes beyond a. point. Even if just 
Rs 10,000 crore a year came in, it would be bet- 
ter than nothing,” says a finance ministry 
source. In many cases — such as Air India — the 
government would not be addled with their 
huge losses due to inefficient running. 

Jayesh Desai, a senior partner with Ernst & 
Young, says, “I think we need to start working 
on balancing our budget by getting rid of assets 
through a structured programme so that we can 
spend more on major priorities — education, 
healthcare and infrastructure. It will have the 
added bonus of making PSUs more efficient.” 

Many senior bureaucrats point out that if dis- 
investment is not done now, it will never be 
done. Disinvestment is in some ways political 
suicide for a coalition government. But this gov- 
ernment, with its strong mandate, has a better 
chance of going through with disinvestment 
than its immediate predecessors. 


AMIT VERMA 


FIX THE INFRASTRUCTURE 
India's infrastructure is creaking and there is no 
getting away from the fact. Moving fast on in- 
frastructure is a priority for two reasons. One, 
you cannot expect to grow at a fast clip in the 
long term if your infrastructure is lagging be- 
hind. Two, spending on infrastructure can im- 
mediately bring huge benefits in kick-starting 
the economy from the current slothful state. 
However, within the vast area of infrastruc- 
ture, there are two crises brewing that need im- 
mediate attention. One is the failure of power 
reforms (to become a superpower, you first 





need power) and the second is the snail-like 
pace of highway construction, which is crucial 
for rural development — if you cannot reach 
them, you cannot help them. The basic problem 
with infrastructure does not lie in bad policy, 
though — indeed it can be argued that the cor- 
rect policies are already in place. The problem 
lies in executing those policies properly. 
Though the government has time and again put 
infrastructure on the front burner, it has failed 
miserably to get its act together. 

Consider power first. At the beginning of the 
10th Plan, the peak shortage of power was 12 
per cent. At the end of the Plan, it went up to 16 
per cent. This single fact tells the story. Also, 
against the target of 78,000 MW, the actual 
commissioning of additional generating capac- 
ity in the first two years of the 11th Plan has been 
12,700 MW. 

The Electricity Act of 2001 (enacted in 2003) 
is yet to be implemented in its true letter and 
spirit. “This has been one of the biggest failures 
of successive governments. You have to allow 
producers of power to sell directly to con- 
sumers. Take the telecommunications sector. 
How far would we have got if telecom compa- 
nies could only sell to DoT or MTNL?” asks a 
senior government official. 

Desai of Ernst & Young says, “With losses in 
the power sector as high as Rs 10,000 crore, we 
will end up seeing a repeat of the strife that we 
went through in 2001 unless we take action and 
start working on distribution reforms.” 

The highway sector also presents a sorry pic- 
ture. Of the total 33,097 km of roads planned, 
only 10,858 km have been completed as of Feb- 
ruary 2009, according to a recent study done by 
Morgan Stanley. About 50 per cent of highway 
tenders are yet to be awarded. According to 
monthly data released by the National High- 
ways Authority of India (NHAI), not a single 
project was awarded between August 2008 and 
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SLOW LANE: About 
50 per cent of highway 
project tenders are yet 
to be awarded 
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| N 22 May 2008, Prime Minister Manmohan Singh, 
| speaking on the occasion of the fourth anniversary of the 


United Progressive Alliance (UPA) government, said, "| urge ; 


all state governments to ensure effective and transparent 


implementation of the National Rural Employment Guarantee Act - 
(NREGA). This historic programme will make a major contribution - 


to softening the harsh edges of extreme poverty in rural India." 
Exactly on the same day a year later he has been mandated to 

continue as Prime Minister of India and persist with 

implementation of NREGA, with many hoping that he would 


increase days of assured employment from 100 days to 250 days. | 
. “The success has been good in states that have used information _ 


-technology tools to track the progress. Information technology - 
needs to be a critical component in disbursement of job cards," 
says a senior officer in charge of monitoring the online ICT project 
report in Ministry of Rural Development. 

According to National 
-. Council for Applied 
. Economic Research 
—. (NCAER) and Public 
Interest Foundation 
study on NREGA, till the 
middle of financial year 
2008-09, about 64 per 
cent of the rural 
households in the 
country had been 
provided job cards. The 
western region is on the 
top with a coverage of 
more than 76 per cent followed by eastern region at 71 per cent 
and southern region at 68 per cent. Northern India is at the 
bottom with just 39 per cent. 

The fact that a few state governments did not or could not 
implement it is a cause for concern that even the Comptroller 
and Auditor General highlighted in its performance report on 
NREGA. The UPA government has to rectify this anomaly. 
"We need a rural employment guarantee scheme that can be 
implemented by states in a flexible framework and that is 
rigid only in respect of transparency and accountability to the 
people whom it is meant to serve," says Bimal Jalan, chairman of 
Public Interest Foundation and former governor of the RESETE 
. Bank of India. 

UPA might have got its strategy right by highlighting the success 
of NREGA in these elections as its major achievement. However, 
the challenge now is to sustain it, so that more rural poor can get 
employment on a sustained basis. The reward for sending UPA 


back to power could come in the form of increased praos of job - 


days in a year. 

And yet, the NREGA is only a short-term solution for India’s 
rural masses. What is needed is a comprehensive rural 
development policy that generates jobs without the government 
playing the direct role of employer. And that is the 
biggest challenge. 





February 2009 (things picked up a bit in Febru- 
ary as the financial year drew to a close). While 
percentage of contracts awarded under cash- 
and-carry system has been quite high, those 
that were to be awarded on the basis of public 
private partnership (PPP) has been painfully 
slow. The National Highway Development Pro- 
ject (NHDP) Phase III (12,109 km) and NDHP 
Phase V (6,500 km) are glaring evidence of this 
with 78 per cent and 84 per cent of the contracts 
not awarded as of February 2009. And then, the 
government only got around to asking for bids 
when the meltdown had already started — 
which resulted in as many as 38 projects not 
finding any bidders, and another seven high- 
ways getting only single bidders. Cabinet Secre- 
tary K.M. Chandrashekhar, who has chaired 
several meetings to kickstart investments in 
highways sector, told BW that the government 
would restructure some of these projects and 
then again put them out for bids. 

The amount of work that needs 
to be done is staggering. Most of 
Indias highways are two-lane, 
with poor service and low speeds. 
Ofthe total 66,590 km of national 
highways, only 13 per cent is four 
lane, 55 per cent is two lane and 32 
per cent is single lane. This despite 
a spending of around $14 billion a 
year on development of highways. 

Since 2007, Montek Singh 
Ahluwalia, deputy chairman of 
the Planning Commission, has 
been saying that India needs about $492 billion 
to fix its infrastructure, money that cannot be 
found in government coffers. Planning Com- 
mission sources say inviting private investment 
and making it conducive for them to invest in 
airports, ports, railways will be key. “Tweaking 
foreign direct investment (FDI) policies will not 
attract foreign investment. Investment will flow 
if the conditions are right,’ says a source. He 
points out that episodes such as Posco and Sin- 
gur need to be avoided at all costs. 

But there is a more fundamental problem 
that the government needs to deal with. The 
credibility of the entire PPP model — which In- 
dia has been increasingly adopting to fund its 
infrastructure projects in the past few years — is 
under question. Ever since the government has 
permitted Delhi International Airport (DIAL) 
to charge an additional development fee — Rs 
200 from domestic passengers and Rs 1,300 
from international ones — many are beginning 
to question the integrity of the bidding process 
as that was never part of the original bid condi- 
tions. Desai, who is also the national director 
for infrastructure and real estate for Ernst & 
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Young, says, “If bid conditions or what you al- 
low the developer can change mid way through 
the process, it puts a question mark over the in- 
tegrity of the entire bidding process.” 

The point he and many senior government 
officials are making is that if one can use one’s 
influence, which can affect the financial viabil- 
ity of the project, it is unfair to other bidders. 
Then, everyone can bid unreasonably just to 
bag the project and later worry about how to 
make it financially viable. 


FOOD SECURITY AND AGRICULTURAL REFORMS 

The global crisis may have dragged down the 
growth in sectors such as manufacturing and 
services but surprisingly agriculture growth in 
India fell by 2.2 per cent in the third quarter of 
2008-09 (in the same quarter last year, it rose 
by 6.9 per cent). 

While that may be a one off, there is no deny- 
ing that in the past, agriculture has been the 
drag when the rest of the economy does well. In 
2007-08, when the Indian economy grew at 9 
per cent, agriculture grew at a pathetic 3.7 per 
cent compared to 9.5 per cent for industry and 
10 per cent for the service sector. 

To put growth on to a new trajectory in India, 
agriculture needs to grow much faster. And yet, 
the best case scenario for agriculture that is be- 
ing painted is a 4.1 per cent growth, with food 
grains growing at only 2.9 per cent, and the rest 
being made up by horticulture, cash crops and 
fisheries growing at 6 per cent-plus. 

Agriculture presents a unique opportunity 
because any gains here will have a multiplier ef- 
fect. First, because India’s food grain produc- 
tion is falling behind its requirements, any 
boost in this area will automatically reduce the 
country’s dependence on imports of costly food 
grains, which then need to be sold at subsidised 
prices to the rural poor. More importantly, with 
so much of the country’s population still de- 
pendent on agriculture and rural work — over 
68 per cent of India’s population is rural — even 
a slight improvement in this area will help in 
improving rural consumption, which in itself 
will give a big boost to the economy. 

The issues holding back agricultural growth 
are fairly well known. First is the problem of 
rural credit — or lack of it — which is a bane for 
poor farmers. Loan waivers announced time 
and again have failed to stop farmer suicides or 
improve production. What is needed is a com- 
prehensive look at financing the farmer in a way 
that actually helps. 

More important is the question of rural infra- 
structure — proper roads, irrigation, access to 
markets in a quicker fashion, better support in 
terms of soil testing and fertilisers. Many of 


SUBHABRATA DAS 


those are sought to be tackled by one govern- 
ment programme or the other. The big reason 
for none of them yielding any desired result is 
the execution and the lack of Centre-state coor- 
dination. 

The one big scheme the government should 
focus on is Rashtriya Krishi Vikas Yojana 
(RKVY), says a senior agriculture ministry offi- 
cial. “This needs to be taken forward and up- 
scaled.” This is important since it gives freedom 
to the states to plan agriculture to suit require- 
ments at the district level. This could go a long 
way in helping remove the mismatch between 
what the Centre is focusing on and what is 
needed in the states. Currently, under RKVY an 
outlay of Rs 25,000 crore been made. States 
have spent only about Rs 3,000 crore till March 
2008. “Minor changes in the allocation system 
is needed, since most of the work has to be un- 
dertaken by the state governments to suit their 
needs, the onus is on the states,” says a senior 
agriculture ministry official. 

The second thing that needs to be fixed is 
food security and the broken public distribution 
system (PDS). In its earlier stint, UPA had 
adopted the National Food Security Mission 
(NFSM) in 2008. However, it could not push it 
forward then, now it has to unfurl a full-fledged 
scheme to implement the same. Food security 
was critical in 2006-07 and continues to be so; 
hence NFSM needs to be continued with more 
thrust on sub-programmes such as nutrition. 
Considering that the markets and industry have 
shown a positive signal to the government that 
has been voted back, growth rates will be high 
and demand for food would go up. 

But officials in agriculture ministry say, “We 
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IMPERATIVE TASK: 
Many economists 
believe that investment 
in agriculture can quic- 
kly boost the economy 








CALLING ATTENTION: 
Episodes such as 
Nandigram underline 
that land reforms are 
urgently needed 
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are short on not only wheat and rice but also on 
pulses and edible oil. Vegetables demand too 
could come under pressure.” Officials say this 
shortage can be managed, but there is a need to 
provide nutritional requirement of a family 
rather than cereal-based food — an aam aadmi 
focus. More than 230 million people in India are 
nutrition-deficient or food-insecure. The PDS 
system is a must for all these people with nutri- 
tional quotient bundled in it. “The Integrated 
Child Development Schemes (ICDS) and mid- 
day meal programmes need to be bundled with 
PDS; says an agriculture ministry source. 

One way to achieve it is by dovetailing the 
National Rural Employment Guarantee Act 
(NREGA) with NFSM, particularly the nutri- 
tional part. “It is a complex task but has to be 





thought over by the new government. It can be 
done without spending additional money, it is a 
matter of innovating. This can be done without 
ballooning the food subsidy,” says the senior 
agriculture ministry official. 

The Economic Survey 2009-10 highlights 
disconnect between poverty and food subsidy. 
The states that are poor are the ones that are not 
picking up from PDS system — states such as 
Bihar, Chhattisgarh and Orissa. “There is a kind 
of lopsided policy. Food distribution is going on 
in one direction and the poverty is going in an- 
other — it has to be rectified urgently,” says the 
senior official. 


LAND AND OTHER PROCEDURAL REFORMS 

Come up with a bright idea in India and you can 
trust the administrative procedures and regula- 
tions to slowly strangle it. Consider the Special 


Economic Zone (SEZ) fiascos and the other 
land-related problems that became a flashpoint 
in state after state last year. In theory, the SEZs 
are a step ahead towards greater industrialisa- 
tion. If India has failed to fix infrastructure for 
the whole country, SEZs was one way of assur- 
ing world-class infrastructure to those whose 
presence can give economy a major boost. But 
as the land acquisition problems showed, un- 
less the policy was properly thought out to the 
last detail, nothing much could move forward. 
In most of the cases, hamhanded and 
arbitrary methods adopted to acquire land 
became the burning issue in places ranging 
from Nandigram in West Bengal to Raigad 
in Maharashtra. 

It is not just land. The administration itself 
has broken down for years — one reason why 
despite two decades of reforms, India is still a 
pretty difficult country to do business in. A 
World Bank report in 2007 ranked India at 134 
out of 175 countries in terms of ease of doing 
business. The report took into account 10 crite- 
ria to make its assessment, such as the ease in 
starting a business, receiving credit, enforcing 
contracts and ease of exit. India fares poorly on 
the last two counts in particular. The report 
ranks China 93rd in terms of the ease of doing 
business, Brazil at 121 and Russia at 96. Those 
at the top of the heap are Singapore, New 
Zealand and the US. 

Setting up any kind of enterprise and seeking 
legal recourse remain tougher to do in India 
than most countries in South Asia. Acquisition 
of land has been a huge hurdle in many new for- 
eign investment projects. Things have im- 
proved on this front since 1991 (when licences 
ruled the day), but many point out that it may 
be easy to get FDI approval (FIPB has made the 
process easier), it is tackling the rest that can be 
a task. “The Posco example is a case in point,’ 
says a government official. He recently met 
someone who wanted to open a new business 
near railway stations in India and that required 
a total of 19 clearances from 19 different agen- 
cies. “If the bureaucracy is trimmed as are pro- 
cedures, investment will flow — both foreign 
and Indian,” he says. 

As we have mentioned earlier, the broad poli- 
cies are not the problem at the moment. What 
the government needs to do now is to get the de- 
tails right — and then execute them properly. 
Not a very easy task. But not very difficult either 
for a government that has got the kind of man- 
date this one has. 


With inputs from Raghu Mohan and 
Kandula Subramaniam 
m.rajendran @abp.in 
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FCPA Act's 
stringent 
laws can 

get Indian 
companies 
into trouble 


Wand jail terms for executives, besides loss of op- 






| |J portunities in doing business with the US, EU 


by Sreevalsan Menon 


LAST MONTH, THE CEO OF A LEADING SOFTWARE — 


company in Mumbai was chatting with his col- 
leagues about the Satyam fraud. “Thank God, 
we are far more transparent in all aspects,” he 
told his team. Minutes later, his legal advisor 
walked in with an enquiry from the Depart- 
ment of Company Affairs (DCA), which asked if 
his company was compliant under the Foreign 
Corrupt Practices Act (FCPA) of the US. The 
CEO was unfamiliar with the term, but realised 
that the days ahead were going to be troubling 
and chaotic for him. | 

It is a scene playing itself out across the coun- 
try. There are 17 companies that directly come 
under the scanner of the FCPA Act, including 
ICICI Bank, Infosys, Wipro, MTNL, Dr. 
Reddy's Labs, Satyam, Tata Motors and Videsh 
Sanchar Nigam (VSNL) — all listed at the US 
exchanges. In the case of Satyam, the US au- 
thorities are waiting for the results of the probe. 
Among the US companies with a strong India 
presence in the FCPA shadow are Coca-Cola, 
Citibank, Bank of America, General Electric, 
Reebok, Motorola, McDonald's and KFC, 
which consider India amongst their most prof- 
itable markets. 

FCPA, which was drafted in the wake of the 
Watergate scandal, bars any US-linked entity 
from paying a bribe to any non-US official, rela- 
tives, political parties or anyone who can provide 
a favour, anywhere in the world. A mere offer, 
promise or authorisation of a bribe suffices fora 
violation. It covers not just US companies, but 
also those that are linked to the US by way of 


stock exchange listings, subsidiaries, local busi- 


ness links and representative offices. The Act re- 
quires companies to maintain a book of pay- 
ments made to any official for "facilitation of 
business action”, and cite the reason for it. If the 
amount is more than $100-250 (Rs 5,000- 
12,500), special permission is required. | 


. Incidentally, the Indian Prevention of Cor- 
ruption Act strictly bars any payment. So tech- - 
.. nically, a company can be called to account for — 

"the entries made in the FCPA book by the In- 


dian authorities. 


In the US, FCPA violations attract hefty fines. 
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says Keshav R. Murugesh, CEO, Syntel. Echoes a 


> and institutions such as the World Bank. This 
A. apart from the loss of credibility and losses in the 
^. stockmarkets. "There is a domino effect, says 
Sharie A. Brown, partner at US law firm DLA 
Piper and chairman of its FCPA anti-corruption 


and corporate compliance practice. 
In recent months, FCPA has become even 


more alarming. The US Department of Justice 


(DoJ) charged six former executives of Control 
Components — including CEO Stuart Carson 
and director of worldwide sales Paul Cosgrove — 
for allegedly bribing officials in 30 countries 
during 2003-07, leading to profits of $46.5 mil- 
lion (Rs 233 crore). “By prosecuting individuals, 
mostly at high levels of a company, the DoJ 
hopes to get more evidence, a strategy that is 
working well,” says Brown, who recently con- 
ducted seminars in Asia on FCPA practices. . 

Since January 2006, the Securities and Ex- | 
change Commission (SEC, for civil action 
against listed companies) has filed over 30 FCPA 
actions — which means more companies have 
been booked in the past three years than in the 
previous three decades. The highest fine col- 
lected rose from $16 million (Rs 80 crore) in 
2005 to a record $800 million (Rs 4,000 crore) 
in 2008, the biggest by a non-US company 
(Siemens) for violations by its telecom arm. 
Companies have paid more than $1.5 billion as 
fine under the FCPA act in 2008. 


Vast, Worrying, Complex, Expensive 
The scope of the FCPA legislation is so vast that 
even if an Infosys contractor pays a government 
official in, say, China, Infosys is expected to keep 
an account and explain why the sum was paid. 
“Everyone has a vague idea about the law, butno 4 
one is sure of its extraordinary implications,” 
says Murali Neelakantan, partner at Khaitan & 
Co., in Mumbai. 

The impact too is wide. When a company is 
penalised under the FCPA, stockmarkets may 
punish it and investors might slap lawsuits. 


"When the US-based Syncor International came 


under the scanner for suspicious payments in 
Asia, its stock plummeted by 45 per cent on its 
market eap, adding up to a loss of $343 million 
(Rs 1,715 crore) in 2008. 

Neerav Merchant and Anindita Jaiswal, 
members of Majumdar & Co, an international 


law firm, note that the growing stringency of in- ^^ s 


vestigations are driving home the point that 


companies cannot afford to maintain incom- 


plete records or file erroneously. “As a US-listed 
we are aware of the FCPA and focus on 
nce not just in letter but also in spirit” 
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Companies that paid heavy fines under 


the FCPA Act in 2008 
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*— spokesperson for Wipro: “We are fully aware and 


compliant." Subex, which has several US tele- 
com companies as clients, too takes special care. 
“We have internal policies on this subject" Says 
Chairman Subash Menon. But, according to 
BPO company Firstsource (formerly ICICI One- 
source), none of its US clients have brought up 
the FCPA issue. 

The list of dos to comply with the FCPA is 
long, complex and expensive. Companies have 
to conduct anti-corruption risk assessments; 
develop compliance programmes and internal 
controls; train employees, agents and third par- 
ties on procedures; conduct due diligence; in- 
corporate restrictive anti-corruption language 
in all relevant contracts; periodically monitor 
and audit overseas business units for anti- 
bribery record-keeping; and update company 
gift and entertainment policies. Companies can 
even seek the opinion of the DoJ before pro- 
ceeding with a high-risk activity. 


Ji milling 


INTERNATIONAL 


f 1 


SIEMENS - 






amm 
UO Ten. 


T xs — 
dB T 


KWo. Ry " 7 
Terrien 
ork 


^om 





Ironically, zealous compliance and book- 
keeping under the FCPA or Sarbanes-Oxley or 
other SEC regulations is no safeguard against 
trouble. US authorities such as the SEC are in- 
creasingly examining such records to ascertain 
the intentions behind corruption. *The Sar- 
banes-Oxley officer certification requirements, 
which demand more and more disclosures, are 
being used for internal investigations,” says 
Brown. One reason is that FCPA violations re- 
sult in higher penalties than a typical securities 
fraud or violation. 

Encouraged by the results of its recent efforts. 
the DoJ and SEC are devoting extra resources 
and co-operation to boost FCPA enforcement 
around the world. Their anti-corruption cam- 
paign, while leading to complicated paperwork 
for companies, might eventually improve trans- 
parency in doing business. 


s.menon (a) abp.in 
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ICICI Bank, 
Yes Bank 


the firsts to 
adopt cloud 


computing 









and consumers to remotely access — 5. 
a vast computing resource thatcanbe — | 
tapped on demand to deliver the next-gener- x 


. cheaper than a dedicated infrastructure, and I 


. can scale up as per requirement, says Raichura. . 


. In a downturn, start-ups and small and 
medium enterprises (SMEs) in India, key to the 
economic revival, are embracing cloud comput- 


ing — a virtual computing environment that 


^ uses the Web to work on a variety of operating 


by Sreevalsan Menon 


mobile after using a credit or debit card seems 
routine if you get it, but worrisome if you don't. 


Vikram Raichura, proprietor of Via Infomedia 
in Mumbai, which provides this peripheral yet 


essential promotion and notification service for 


‘many banks and retailers, knows the ‘mission 


critical nature of this operation. | 
| Six months ago, Raichura relied heavily on a 


telecom operator's infrastructure as his capital 


expenditure (capex) resources were not suffi- 
cient enough to set up an IT infrastructure. 
But the back-end connectivity that linked the 
banking platform to a telecom link on a real- 
time basis could neither handle the growing de- 
mand for space nor efficiently manage the 
dense networks. That's when he switched to 
cloud computing. 

‘Today, his company sends out 200,000 mes- 
sages a day and 4 million on average each 
month ~~ nearly 25 per cent more, and without 
any additional capex. "My operations are on ba- 
sic cloud services, which are at least 30 per cent 
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_ systems, loading custom applications, and run- 


ning them with as many systems. 


. Amazon pioneered this process, with its Elas- 
tic Compute Cloud. IBM, which invested $100 
| - 7. million in its 13 global centres, Rackspa 
THE SHORT MESSAGE THAT FLASHES ON YOUR | : 





«space, Sun 


Microsystems and Google (gmail is the biggest. 


example of cloud) are key players in this $14-bil- 
lion market, which could grow to $42 billion or 
35 per cent of global IT spending by 2012. In In- 
dia, the market potential is just over $1 billion. 
TCS, Infosys and Wipro are investing in cre- 
ating special teams to explore opportunities for 
creating private clouds for big companies. Utili- 
ties such as Reliance Energy, and large business 


- groups such as Aditya Birla Nuvo are also said 


to be considering private clouds. 

Others are tapping cloud computing for spe- 
cific projects: a leading automaker runs a cus- 
tomer reward programme; a few broking firms 
are testing mobile stock portfolio management; 
hospitals trying it for online medical records; 
news channels using it for interactive pro- 
grammes or snap polls; and banks (Yes Bank 
and ICICI Bank) testing customer applications. 

Netmagic Solutions, which began with 1,000 
servers a month ago, has signed up 10 cus- 
tomers and expects a 30 per cent growth in 
demand for cloud space. A basic cloud service 


operation costs a paltry Rs 7,000 a month 
(maintaining this through a dedicated server 


and staff would cost Rs 20,000) against an 
investment of Rs 3-5 lakh for a similar owned 
infrastructure, complete with servers, firewalls, 
load balancers and switches. For around 
Rs 10,000, one can get disposable server 


resources, and for Rs 20,000, a dedicated | 
hosted ‘cloud’ infrastructure is yours to meet 
large enterprise requirements. 

Experts say India, which jumped the IT infra- 
structure curve earlier, can benefit from cloud 
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New Normal 
Growth 


by kenneth rogoff 


MARKETS ARE BUBBLING OVER SIGNS OF ‘GREEN 
shoots’ in the global economy. An increasing 
number of investors see a strong rebound 
coming, first in China, then in the US, and 
then in Europe and the rest of the world. 
Even the horrible growth numbers of the last 
couple of quarters don’t seem to discourage 
this optimistic thinking. But how strong an 
expansion can one reasonably expect when 
the worst is finally over? 

I have trouble seeing how the US and 
China, the main engines of global growth for 
two decades, can avoid settling on a notably 
lower average growth rate than they enjoyed 
before the crisis. 

In the best of worlds, the US financial sec- 
tor will emerge from the crisis smaller and 
more heavily regulated. Not to worry, some 
economists say. The US grew rapidly in the 
1950s and 1960s with a relatively heavily 
regulated banking system. Why not again? 

Sure, but the early post-War financial sec- 
tor wasn't called upon in those days to sup- 
port nearly as diverse and sophisticated an 
economy as it is today. If authorities set the 
clock back several decades on banking regu- 
lation, can we be so sure they will not also set 
the clock back on income? 

US consumption, the single-biggest driver of global 
growth, is surely headed to a lower level, on the back of weak 
housing prices, rising unemployment and falling pension 
wealth. During the boom, US consumption rose to more 
than 70 per cent of GDP. In the wake of the crisis, it could fall 
down towards 60 per cent. 

And what about the major political shift the US has expe- 
rienced? Tired of go-go growth, voters now look for more 
attention to addressing environmental concerns, healthcare 
issues and income inequality. But achieving these laudable 
goals will be expensive, coming on top of the giant budget 
deficits the US is running to counter the financial crisis. 

True, there is room to run the government more effi- 
ciently, especially in the areas of education and healthcare. 
Will these savings be enough to offset the burden of a signi- 
ficantly larger overall government? Certainly, the Obama 
administration is a breath of fresh air after the stunning 





growth will 
remain low in 
the post- 
recession 
period, but 
that will be 
good for 
stability 


Unbound Economy 





ineptness of the Bush-Cheney years. But 
governments all over the world are always 
convinced that their expansions can be sub- 
stantially financed by efficiency gains, and 
that dream usually proves chimerical. 

Chinese growth is set to slow over the 
longer run as well. Even before the financial 
crisis, it was clear that China could not con- 
tinue indefinitely on its growth trajectory of 
10 per cent or more. Environmental and wa- 
ter problems were mounting. It was becom- 
ing increasingly clear that as China contin- 
ued to grow faster than almost anyone else, 
the rest of the world’s import capacity could 
not keep up with China’s export machine. 

With the financial crisis, the Chinese econ- 
omy' adjustment towards more domestic 
consumption has become far more urgent. 
True, even as exports have collapsed, the 
government has managed to prop up growth 
with a huge spending and credit expansion. 
But, while necessary, this strategy threatens 
to upset the delicate balance between private 
and public-sector expansion that has under- 
pinned Chinas expansion so far. 

Europe, too, faces challenges, and not just 
from the fact that it now has the worst down- 
turn ofthe world's major economic regions, 
with Germany's government warning of a 
surreal 6 per cent decline in GDP for 2009. 
The ongoing financial crisis will almost 
surely slow the integration of the accession 
countries in central and eastern Europe, 
whose young populations are the single-most 
dynamic source of growth in Europe today. 

Not all regions will necessarily have slower 
economic expansion in the decade ahead. 
Assuming continuing reforms in countries 
such as Brazil, India, South Africa and Russia, emerging 
markets could well fill some of the growth gap left by the 
largest economies. But, in all likelihood, after years of 
steadily revising up its estimates of global growth trend , the 
International Monetary Fund will start revising them down. 

Even after the crisis, global growth is almost certain to re- 
main lower than the pre-crisis boom years for some time to 
come. This change may be good for the environment, for in- 
come equality, and for stability. Governments are right to 
worry about the quality of growth, not just its speed. But 
when it comes to tax and profit estimates, investors and 
politicians need to reorient themselves to the ‘new normal’ 
— lower average growth. 





The author is Professor of Economics and Public Policy at 
Harvard University, and was chief economist at the IMF. 
Copyright: Project Syndicate, 2009. 
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WW information technology 


MINDSPACE IS ONE PLACE WHERE BANGALORE-BASED 
IT services company MindTree owns plenty of 
real estate. And why not? The company, started 

a | | a | l T by a group of 10 IT professionals from Wipro, 

l Lucent Technologies and Cambridge Technol- 
ogy Partners, was led by Wipro Infotech Vice- 


| 9 Chairman and President Ashok Soota, the man 
() i i - al! who catapulted Wipro from a $2-million com- 
pany in 1984 to a $500-million company in 


1999, and Subroto Bagchi, another Wipro vet- 
: eran who writes columns and has even authored 
by Dhanya Krishnakumar two books, the first of which (in 2006) was titled 
The High Performance Entrepreneur: Golden 
Rules for Success in Today's World. The other 
eight co-founders, all experienced hands in IT, 
were perfect foils to the dynamic duo. *It 
(MindTree) has among the best management 
bandwidths in the Indian IT industry,’ chorus 
experts in unison. To add to its pedigree, the 
company was launched in 1999, in the middle of 

the dotcom bust, giving it a DNA of steel. 
MindTree’s performance, however, has not 
matched its potential yet. In 10 years of exis- 
tence, the company 


Can Mind- has restructured its 


operations thrice — in 


Tree match 2001, 2008 and fi- 


nally, this April. With 


il En Ai up to revenues of Rs 1,237.5 


crore in 2008-09, it 


m Executive Ünvan 


Ashok Soota has the mind- has remained a mid- 


.; Handed over operational " rung player, caught 


$ 


et lla space It between the power 
3E M and influence of the 


T hh i 
“MindTree, a y occupies? likes of Tata Consul- 


| founded with 10 6thers : 
a decade ago tancy Services (TCS, 


revenues in FYO9: Rs 27,813 crore), Infosys (Rs 
21,693 crore), and Wipro (Rs 25,544 crore) on 
the one hand, and smaller players who are not 
averse to cutting margins to get deals. And the 
economic downturn has hit it hard, especially in 
the US, its biggest market. 

Mind'Tree seems to be wilting under the on- 
slaught, with profits on a fast downhill slide, 
though its revenue growth has been stunning 
(see ‘Highs And Lows’ on page 45). Although 
the company is not in the red yet, another year 
of sliding profits could see it struggling to ward 
off bigger fish looking to swallow it. While 
Group CEO and Managing Director Krish- 
nakumar Natarajan trashes the possibility, ana- 
lysts agree that MindTree is an attractive acqui- 
sition target, with marquee clients such as US 
insurer AIG and Swedish truck-maker Volvo. 

“MindTree’s current position is not viable in 
the long run; it has to make a move,’ says Vikas 
Sehgal, partner at US-based consulting firm 
Booz & Company. “We are waiting to see if it 
makes the right move.” 
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i Read Ahead 
Tree began life as an e-business i integrator, 
an a IT and R&D services in 

















ts M Microsoft a among. its, n cus- 
i April this year, IT Services con- 
te 76. 7 per cent Clin itsr revenues, and 


MindTree i is much better off th than Hexaware in 
terms of margins and scope of operations. Patni 
. and Mastek are relatively bigger, but MindTree 
-is competent enough to take them on. 
But its mid-tier positioning has also created 
trouble. “MindTree’s positioning has them in be- 
c: tween tier-I and tier-II vendors, which results in 
them facing competition from both ends,” says 
Karthik Ananth, engagement manager at Ban- 
-` galore-based Zinnov Consulting. “This has been 
-a challenge for them.” That challenge has seen 
- MindTree’s profits taking a beating even as its 
5 topline grew well. Net profits, which grew 66 per 
4 cent in FY07, grew just 14.7 per cent in FYOS, 
WC and fell nearly 50 per cent in FYO9. 
| 0 The previous two quarters have been particu- 
*  larly bad. The third quarter saw MindTree’s net 
| profit fall 95 per cent to Rs 94 lakh compared to 
.... Q3 of FYOS, thanks to declining demand from 
~ US and European clients in BFSI (banking, fi- 
nancial services and insurance) and telecom 
verticals, and hedging losses to the tune of 
Rs 54.59 crore. Q4 benefited from a depreciat- 
ing rupee at roughly 4.5 per cent, but foreign ex- 
change losses worth Rs 49.33 crore put paid to 
|, . any hopes of recovery, pushing net profits down 
-— by 89 per cent to Bs 18.8 crore compared to Q4 
|. ofFYOS. Then, revenue contribution from the 
-. top client decreased to 7.3 per cent from 9 per 
cent in the previous quarter. Revenues from IT 
services fell 11.6 per cent QoQ due to a slow- 
. down in manufacturing, though R&D services 
. remained stable. And project-oriented services 
-` declined 11.6 per cent QoQ due to a fall in rev- 
X enues from development projects. 
.. Mind'Tree has now set its eyes on Domi a 
 billion-dollar (Rs 4,800 crore by today's ex- 
change rate) company by 2014, a target that re- 
quires it to grow at more than 31 per cent CAGR 
over the next five years. No mean task, but theo- 
retically achievable going by its past three-year 
pline growth record. But whether MindTree 
iprove its profitability alongside is another 
iterestingly, the company has projected 
fits for FY10 at $39 million (Rs 187 
owth of 257 per cent over FYO9's 
cre re. PARDESI The CEO does not 




















think so. “We are now in the process of building 
the necessary depth in our business,” explains 
Natarajan. “To add to our growth we are also 
looking at inorganic growth options to fill in the 
strategic gaps in our services offerings. Com- 
bined with our latest restructuring and focused 
verticals, we are sure of fulfilling our targets” 


Stepping On The Gas 


To kick-start its journey to the next phase of 
growth, internally called MindTree- 2.0, the — 


company underwent an organisational restruc- 
turing this April that entailed entering new 


market segments, setting up new business units 


and envisioning new roles for senior manage- 
ment. Already, in April 2008, Bagchi, the COO, 
was redesignated ‘gardener’, and moved back to 
India from the US. Reason: he is to build the 
next rung of leadership by working one-on-one 
with 100 MindTree leaders on their ‘personal- 
professional’ issues. Then, this April, Soota 
moved up to become executive chairman, hand- 
ing over operational charge to Natarajan. 
However, while company higher-ups say 
there was no pressure from any quarter — 
third-party or shareholders — on Soota and 
Bagchi, inside sources say the two were viewed 
as ‘traditionalists. And with sweeping changes 
in business units in the offing, resistance from 
the duo was feared, necessitating the changes. 
Alongside, the company, sensing that it 
should focus on areas that were showing good 
growth, went from two divisions — IT services 
and R&D services — to five: IT services, prod- 
uct engineering services (PES), infrastructure 
management and technical support (IMTS), in- 
dependent testing and the newly formed 
knowledge services. But the question is, can 
these new business units reshape the company's 
future? For instance, the newly formed knowl- 
edge services vertical is something that the likes 
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. Revenues are on the rise, but not profits 
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R&D seoa for 
over one-third of- 
total revenues 
R&D services 
23.396 






IT ser ices 
76.7% 
Figures are for FYO9 
Source: Company 
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The restructuring is not about 
brand new verticals. These exist- 
ed as internal divisionis that have 
now been made into independent 

units. IMTS-Infrastructure 
Management Technical Support 
Source: Company 


Europe 





REVENUES BY GEOGRAPHY - 
The US is MindTree S biggest market 
APAC 10% - 


India 8.5252 







20% 


Source: Company Figures are for did 


NEW STRUCTURE 


MindTree has five broad business units now 
compared to before restructuring — 





of TCS and other biggies already offer. So, what 
value addition Mind Tree can bring is open to 
question. Natarajan, though, is unfazed: "The 
restructuring reflects the company's confidence 
and growth aspirations. We have been readying 
ourselves for this over the past two years." 

Thanks to the restructuring, MindTree has 
now become a holistic multi-vertical operation 
split nicely between BFSI, manufacturing, 
travel & transport and high-tech sectors. Some 
feel that with this play in onetoo many verticals, 
MindTree is trying to be “everything to every- 
body". *MindTree can fight all the players in 
some markets, it can't fight all the players in all 
markets,” says Booz's Sehgal. Adds Sudin Apte, 
head of Forrester Research in India: “It needs to 
pick its spaces and not deviate. It needs to be- 
come a specialised player.” 

Where MindTree has an opportunity is in 
mid-size contracts, Clients that are not in the 
Fortune 500 have found that tier-I Indian 


providers such as Infosys, Wipro and TCS have. 


become more rigid and less interested in ‘non- 


strategic’ work. "Where MindTree could poten- 


tially clean up is in the mid-market segment: 
companies with revenues of $1-5 billion,” says 
Dana Stiffler, research director at Boston-based 
AMR Research. “Infosys, TCS and Wipro have 
not been able to crack the code on this front yet, 
which gives MindTree a nice opportunity" - 





For its part, MindTree continues to focus on. 
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| Fortune 500 and Fortune 2000 companies that 
 formthe mid-rung. “We are not getting those big 
| ($100-million contract) invites, but we are not 








in any hurry to play catch up with the big guys,’ 


says Natarajan. “We are more focused on getting 


into a different orbit that can propel us forward 
and help us garner growth." The company is also 
bullish on first time outsourcers, the most 
sought after segment. But Forrester's Apte cau- 
tions that may not be a wise move, as "these will 
be guys who are not completely clued into tech- 
nology and the deal sizes will also be very small”. 





pene the new bets it has taken is one on inde- 
pendent testing, where it has over 2,000 em- 
ployees, and energy, which it foresees as a 
multi-billion dollar opportunity, given rising 
energy prices, government energy policies 
aimed at reducing carbon emissions, and in- 
creasing investments by venture capitalists, pri- 
vate equity firms, and energy companies. 

Alongside, the company plans to increase its 
revenues from the Indian market — a $13.2-bil- 
lion opportunity by 2012, according to research 
firm Gartner — from 5-6 per cent currently to 8- 
10 per cent of total revenues within 3-5 years. To 
this end, MindTree hired P.K. Gopalakrishnan 
to head its India operations last December. 
Gopalakrishnan, a Wipro veteran, was lead the 
government and defence industry vertical of 
Wipro in India, which contributed $75 million 
in revenues in 2007-08. Mind'Trees Indian 
clients include Hindustan Unilever, Titan, TVS 
Motors, ICICI Bank and a few state govern- 
ments, and it saw 28 per cent QoQ growth in 
dollar terms in the last quarter. But while it is fa- 
miliar with the Indian market, it will have to 
compete with IBM and Wipro, India's market 
leaders, according to Springboard Research. 

On the people front, MindTree has seen a lot 
of churn in recent times. As per company data, 
though, attrition has come down to 11.8 per cent 
for the quarter ended 31 March 2009 as against 
13.8 per cent in Q3 and 15 per cent in Q2. Itis in 
the context of this churn that the move to bring 
in Bagchi from the US gains significance. 

Industry watchers, however, view MindTree’s 
realignment as.a bid to stay afloat. It is strong in 


the engineering space but not atop player, its — — 
operations are barely profitable, andithasanew = 


management looking to enter new verticals. 
Booz's Sehgal sums it up aptly, “MindTree is 

at the crossroads. Its next steps will decide if its 

destiny i is to be a $1-billion company, or to be 


relegated tó the list of marginal players." The 
world i is s watching. 


————— MG 


- dhanya. krishnakumar@abp. in 
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Tech Talk 


= Technology, Science, Innovation... 


HEALING TOUCH: 
Scientists at the 
Fraunhofer Institute 
have automated the 
process of making 
artificial skin, and are 
setting up a factory that 
will produce 5,000 
pieces per month 





Artificial skin is used not 
only for treating burns. 
Pharmaceutical and 
cosmetics companies 
need it to test their 
products, as testing on 
artificial skin is better 
than animal-testing. We 
know how to make 
artificial skin, but the 
process is painfully slow 
— with the result that 
there is not enough of it 
around. Companies 
around the world make 
2,000 pieces a month, 
while the requirement is 
probably more than 10 
million pieces. Now, a 
team of German 
scientists have found a 
method to manufacture 
it on a large scale. 

The process is called tissue engineering. 
First, a human skin is cut into little pieces. 
These pieces are then treated with enzymes, 
and collected in two batches. These batches are 
then grown in cultures in separate dishes. 
What grows in these dishes is then combined to 
form two layers, with the addition of collagen, 
just like in human skin. It takes three weeks to 
grow a piece of skin 1 cm in diameter. 

This is standard process, but scientists at 
the Fraunhofer Institute automated the 
process. Their skin factory, to be completed in 
two years, can produce 5,000 pieces in a 
month. That will be a relief for burn victims 
and pharma companies. 


Bus stops are dreary places, particularly if the 
wait is long. Now the 
Massachusetts Institute 
of Technology (MIT) has 
developed one that is not 
just an interesting place, 
but also a place to do 
some work, It is called 
EyeStop, and has been 
developed by the MIT 
SENSEable City Lab. It 
was displayed at the 
Fiorentino festival in 
Florence, Italy. A more 





formal version will be unveiled this October. 
MIT developed this bus stop to showcase the 
potential of next-generation urban transport. 
It has touch-sensitive electronic ink screens, 
state-of-the-art sensing technologies and a 
variety of interactive services. Riders can plan a 
bus trip on an interactive map, surf the Web, 
monitor their real-time exposure to pollutants 
and use their mobile devices as an interface 
with the bus shelter. They can also post ads and 
community announcements on an electronic 
bulletin board at the bus stop. Passengers can 
get information about the shortest route to 
their destination or the position of all the buses 
in the city. It is powered by sunlight, and also 
gathers information about environmental 
pollution. The bus stop will start its journey in 
Florence. Would it arrive in India soon? 


Good news from the AIDS research front. 
Researchers at the Children’s Hospital of 
Philadelphia in Pennsylvania report that they 
have found a new antiviral method that 
protects monkeys from SIV, the simian cousin 
of HIV. Their approach combines elements of 
vaccines and gene therapy — bypass the 
immune response and deliver the antibodies. 
Researcher Philip Johnson and his team 





decided to test the idea in the monkey SIV 
model. They linked pieces of antibody to 
construct immunoadhesins. They then 
stitched the genes for these immunoadhesins 
into an adeno-associated virus (AAV) to deliver 
an engineered DNA into the muscles of 
monkeys, spurring protein production. 

Six of the monkeys — of the nine tested — 
did not become infected with SIV. Experts say 
the development could eventually lead to a 
vaccine-like treatment against AIDS. 
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SENSATIONAL SIGHTS: 
Ride a seaplane over 
the Sydney Opera 
House and marvel at 
the view of the harbour 


TOURISM 


oing beyond 


AS THE OVERCROWDED PLAINS OF INDIA WITHER 
in the heat of a merciless summer, the nation’s 
annual season of travel is ready with irresistible 
temptations. It is not so much stymied by the 
ongoing global economic slowdown as it is 
aided and abetted by superb discounts and 
better value for the same money. “We are at a 
very unique point in time,” says Rakshit Desai, 
executive director for travel at Thomas Cook 
India, in Delhi. “Holidays are cheaper than they 
were last year and they are cheaper than they 
will be next year.” 

The trends are already clear. While 
traditional hotspots in Europe (France, 
Switzerland and the UK) continue to attract 
significant numbers of Indian tourists, the 
South-East Asia (Thailand, Malaysia and 
Singapore) segment heads the charts, thanks to 
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its proximity, affordability and diversity. 
Anyone wanting a quick getaway can just buy a 
tour package from a local travel agent and get a 
visa on arrival at, say, Thailand. "We are 
promoting Thailand's excellent value for money 
under the Amazing Thailand, Amazing Value 
theme,” says Chattan Kunjara Na Ayudhya, 
director of Tourism Authority of Thailand, in 
New Delhi. In 2009, Thailand expects to 
receive 550,000 visitors from India. 

The top picks are culture trails to Turkey, 
Jordan, Egypt and Macau, the fabulous beaches 
of Pengang and Langkawi in Malaysia and 
Krabi in Thailand, and the exotic appeal of New 
Zealand, Scandinavia (Finland, Denmark, 
Sweden), Ireland and Scotland. On the value- 
for-money front, Philippines, Hong Kong and 
Dubai are scoring well. The US is back in the 
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reckoning as a very desirable destination 
because of the exceptional value the dollar is 
able to fetch now. Surprisingly, as opposed to 
the attractions of America’s big cities (New 
York, San Francisco and Los Angeles), it is 
Florida’s Miami that has emerged recently as a 
well-liked hub for tours of the US. 

Even though the rupee has depreciated since 
last year, the dollar and euro are still able to 
buy more, leading to some never-before deals 
— for instance, comprehensive week-long 
European holidays can now be had for 
approximately Rs 57,000 per person, a sum 
that used to fetch only the airfare not so long 
ago. This is possible because airliners are 
offering better fares, optional upgrades and 
stopovers with complimentary stays; hotels 
have deep discounts, extended check-outs, 
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DOWNHIIL THRILL: 
For the ecstasy of 
matchless views, go 
skiing 


additional services at no additional cost and 
extra-day-free offers; and tour operators are 
promoting better rates, new destinations, 
cashbacks and customised itineraries. 

“Indians always want a good deal,” says 
Thomas C. Thottathil, head-corporate commu- 
nications at Cox & Kings India, in Mumbai. 
“For instance, customers now prefer indirect 
flights — while travelling from India to London, 
it may work out cheaper to fly some of the Gulf 
carriers, such as Kuwait Airways or Emirates, as 
compared to direct flights operated by British 
Airways or Virgin Atlantic. These savings 
translate into big money at the end of the day.” 

Other benefits are merely coincidental. Rail 
Europe, currently celebrating its 50th 
anniversary, is offering its popular Eurail 
passes at the rate that prevailed in 1959. A five- 
day, three-country pass that can be booked 
online and used for up to six months from the 
date of purchase, allows tourists to romance 
Europe on some extraordinarily scenic 
journeys, as well as travel by the hi-tech, 
superfast Eurostar railway that connects 
England to France via the Channel. 

In the southern hemisphere there’s Australia, 
“in challenging times, you go back to basics — 
the emotional truth about your product”, says 
Abhilasha Jain, country manager, Tourism 
Australia. For Australia, India is the 12th largest 
market, in terms of arrivals, with an expected 
growth average of 17 per cent. 

Another sign that the Indian outbound 
traveller has matured is the significant rise in 
demand for travel insurance. “Penetration of 
travel insurance is as high as 90 per cent for 
overseas trips, Thottathil notes. 

Wait no longer. This year, the escapism 
inherent in a holiday adds up not so much to 
running away from financial troubles, but 
profiting from them. 

by Lalitha Sridhar 
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FUN IN THE SUN: 
Head to the sun-kissed 
beaches and get on the 
surfing board or simply 

relax on a hammock 


SHORE LEAVE 


BEACHES WOULD PROB- 
ably win the most 
laid-back desti- 

nations award, if ever there was such a thing. 
Indians, these days, are bestowing the best 
beach holidays title on the Key West in the US, 
the nearby Maldives and Mauritius, and 
Penang and Langkawi in Malaysia. "They are 
off-beat destinations and more experience- 
centred,” says Thottathil of Cox & Kings. For 
instance, Langkawi showcases some of the 
prettiest beaches, mangrove tours, island 
cruises and stunning experiences such as 

the Pantai Cenang, a walk-through 
oceanarium with over 5,000 marine and 
freshwater species. 

The really well-heeled, though, favour the 
Mediterranean, with its trendy hotspots in 
south of France (Nice, Provence, Toulon, Saint 
Tropez, Cote d' Azur), Greece and even the 
nouveau chic Italian Riviera. Down Under, it's 
the Bondi beach outside Sydney and the 
Surfers Paradise on the Gold Coast that are 
most loved. Honeymooners, on the other 
hand, favour places such as Tasmania. 

“Indian tourists have graduated from sight- 
seeing and shopping to more novel experiences 
such as snorkelling, self-driving and adventure 
sports.” says Jain of Tourism Australia. 

In Thailand, since many Indians have 
already been to Bangkok, Phuket and Pattaya, 
they are actively seeking the less-unexplored 


charms of Koh Samui, Krabi and Koh Chang. 
*We are also receiving more high-end 

visitors who want exclusive services such as 
chauffeur-driven limos and pool villas,” says 
TAT's Ayudhya. 

Another name that keeps popping up this 
season is Macau. Sitting on the western edge 
of the Pearl Estuary, this unlikely part of the 
People's Republic of China is a beguiling mix 
of east and west, rich with ancient Chinese 
culture and Portuguese colonial influences. 
It’s not so much a beach holiday as it is a 
vacation that offers good beaches apart from a 
whole lot of other things including, naturally, 
its famous casinos. 

That said, it would be remiss not to mention 
that some ofthe world's best beaches — and 
resorts by which to enjoy them — are right 
here in India. Marari, Poovar, Kovalam, Bekal, 
Alappuzha and Varkala in Kerala, Alibag, 
Ratnagiri and Murud-Janjira in Maharashtra, 
Pondicherry and Tranquebar all by 
themselves, Goa's fabulous coastline (Anjuna, 
Calangute, Dona Paula, Miramar, Bogmalo, 
Palolem, Majorda), the crystalline waters of 
Lakshadweep (Bangaram, Agatti, Kadmat, 
Kalpeni, Kavaratti and Minicoy) and 
Andaman and Nicobar (Port Blair, Havelock) 
islands, and the Om Beach in Karnatakas tiny 
Gokarna, now also home to a couple of high- 
end resorts, all display the sure signs of being 
happening tourist destinations. They don't 
necessarily come cheap but the experience can 
be entirely international. 
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ACTION PACKED: 
Slide, jump, scramble, 
skydive in what may be 

the extreme vacation 
of a lifetime 





NEW ZEALAND TOURISM 


© AUSTRALIA TOURIS 


TAKE A HIKE 


THE ADVENTUROUS ARE DOING A GREAT DEAL 
more than climbing every mountain. The 
Swiss Alps remains the Indian adventure 
enthusiast’s paradise. There are many 
picture-postcard options here that offer great 
local stays that enable the entire family to 
enjoy. One of them is to cycle from 
Switzerland’s Romanshorn along the Lake 
Constance to any town on a handy bike trail, 
passing by fruit orchards, ferry rides, spa 
towns, plentiful museums and quaint towns — 
all of which can be rounded off with a spot of 
skiing at St Moritz and a ride on the Glacier 
Express rail line from the world-famous resort 
town to Zermatt. Flyer bikes, available at 
Romanshorn railway station, come with a 
little battery that makes it easy to pedal uphill 
and on long stretches — anybody can do it, 
kids included. 

With Nepal’s many easily accessible hikes 
invalidated by the incessant political turmoil 
in that country, the Indian traveller is shifting 
his craving for adventure to another scenic 
neighbouring country — Bhutan, which ends, 
it is said, when a stone rolling off a mountain 
stops. This beautiful land of steep climbs, 





dense forests, charming monasteries and 
sleepy villages is full of luxury travel 
experiences to its west and pristine budget 
travel to its east. 

There are other favourites in the trip-of-a- 
lifetime category: the best place to bungee 


jump remains Australia’s varied and rugged 


terrain; the expression, though, is from New 
Zealand. The coast of Queensland has some of 
the world’s most celebrated bungee jumping 
sites — among them is the 50-metre high AJ 
Hackett tower, in north Cairns, which 
overlooks the Coral Sea and the Great Barrier 
Reef. Look out for full moon celebrations, and 
packages that range from the ‘classic’ to the 
‘unlimited’ — even video filming of your 
adventure is handy. 

And for the truly intrepid, there is nothing 
that quite beats a climb up an active volcano in 
the world’s greatest voleano country — 
Indonesia. Undoubtedly formidable, Mount 
Bromo (also nearby are Batok and Kursi) is 
also astonishingly accessible. Located at the 
centre of the Tengger Massif, an eye-popping 
10-km wide sea of lava sand, Bromo straddles 
a national park not far from the bustling city 
of Jogjakarta. A trek up to its picturesque 
crater adds a whole new perspective to life. 
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OUT IN THE WILD: 
Get a close look at the 
herds of animals and 
the striking game 
reserves of South Africa 


JUNGLE BOOK 


AT INDIAN WILDLIFE PARKS, WHICH COME WITH 
luxury resorts in the stressed-out buffer zones 
and rudimentary forest lodges inside the 
sanctuaries themselves, sighting increasingly 
rare species is entirely a game of chance. An 
African safari, though, operates at a different 
level altogether. 

With almost their entire tourist economy 
tailored around their great national parks, 
Kenya, Tanzania and South Africa are not 
only well-equipped to handle tourists, 
nowhere else in the world would you find 
such a diversity of animal life visible at such 
close quarters. 

Polish journalist Ryszard Kapuscinski 
provides an evocative glimpse of this in his 
African memoir The Shadow of the Sun, which 
has a chapter devoted to a journey from Dar es 
Salaam to Kampala. “We drove onto the 
enormous plain of the Serengeti, the largest 
concentration of wild animals on earth. 
Everywhere you look, huge herds of zebras, 
antelopes, buffalo, giraffes. And all of them are 
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grazing, frisking, frolicking, galloping. Right 
by the side of the road, motionless lions; a bit 
farther, a group of elephants; and farther still, 
on the horizon, a leopard running in huge 
bounds. It's all improbable, incredible? Widlife 
experiences in India can never hope to match 
this sort of magic. 

In Africa, Indian tourists appreciate the 
improved chances to see the Big Five (in South 
Africa's Kruger National Park that would be 
the elephant, rhino, buffalo, leopard and lion 
but even here the big cats can be elusive). 
Other universally famous legends include the 
eponymous Serengeti, as well as the 
Ngorongoro Crater and Lake Manyara in 
Tanzania, and the exceptional Lake Nakuru 
and Masai Mara in Kenya. 

Accommodation is wide-ranging and 
includes caravan and tent campsites that have 
restaurants and shops with basic supplies, 
bungalows, family cottages and guest houses 
as well as luxury high-end properties. On some 
package tours, it is possible to camp, hike, 
cycle, river-raft and even take a hot air balloon 
or a chopper over the sweeping treasures ofa 
national park. 

But, “much as it is tempting to conclude that 
more and more Indians are re discovering 
nature by travelling for wildlife safaris to 
Africa, in truth, this sector has seen a 
significant rise in bookings because of the IPL 
Twenty20 matches — cricket fans who have 
travelled to catch the games live are quite 
willing to book a tour or two to one of Africa's 
fabled national parks for a spot of wildlife 
watching,” says Thomas Cook's Desai. The call 
of the wild rings far louder in Africa. 


'ORLD 


= 
Uu» 
a 
2 
© 
C 
E 
ee 
UU 
EB 
a 
< 
I 
5 
un» 
Ww 
TI 
Q- 
<= 
a 
O 
te 
O 
a 


< 





DISCOVER THE DEEP BLUE SEA 


"A CRUISE OFFERS EVERYTHING THAT INDIANS 
look for in a holiday,’ says Desai of Thomas 
Cook. “It is a predictable expenditure product, 
multiple destinations are covered, the entire 
experience is very luxurious, and there is a 
great variety in food and drink.” So fantastic 
are modern luxury liners that “a cruise 
typically exceeds the accommodation 
expectations of a traveller”, he adds. 

Indeed, the largest cruise liners are veritable 
floating cities with something for everyone — 
from classical music concerts to four-deck- 
high water slides. Multiple restaurants ply 
food round the clock — most South-East Asian 
cruises that draw large contingents of 
travellers from India not only have Indian food 
but also vegetarian and Jain options. The day's 
schedules are packed to the brim with 
relentless excitement. There are spas, pubs, 
discothéques, mahjong parlours, health clubs, 
casinos, live bands, swimming pools, libraries, 
games, costume evenings and the 
aforementioned restaurants. The shore 
excursions, which offer synopsised sight- 
seeing at exotic ports of call, have passengers 
spending their vacation in Penang on one day 
and Phuket the next. There are also super 
luxury river boats and expedition cruises to 
commune quietly with the sea, or even spa 
cruises that rejuvenate guests as they sail. 


BLOOMBERG 





BLOOMBERG 
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While the most number of Indian tourists 
cruise South-East Asia (Singapore serves as 
the most convenient hub), the Mediterranean 
(possible itineraries include Barcelona, 
Marseilles, Genoa, Naples, Palermo, Tunis, 
Palma de Mallorca), Scandinavia 
(Copenhagen, Kiel, Stockholm, Tallinn, St. 
Petersburg, or Dubrovnik, Istanbul, Izmir, 
Olympia, Bari and Venice), and the eastern 
and western Caribbean cruises also draw a 
discerning and dedicated clientele. The 
surprise winner, though, is a cruise to Alaska 
(ex-Seattle to Ketchikan, Tracy Arm Fjord, 
Hubbard Glacier, Juneau, Skagway, Prince 
Rupert and British Columbia), which draws 
top money for its value as an exotic experience. 

Keep these tips in mind while booking a 
cruise: a fun-filled cruising experience is best 
enjoyed when you are feeling energised and fit. 
Going direct from airport to harbour after a 
sleepless night flight and some 
jet lag is not such a good idea. If 
you are sailing in South-East 
Asia, look out for better value 
deals from the Singapore and 
Malaysia tourism boards. 
Examine the offer carefully: 
sometimes, meals and beverages 
at only a few of the restaurants 
on board are included in the 
ticket price and, almost always, 
excursions cost extra. 


LIFT THE ANCHOR: 
Cruises offer a journey 
in a floating luxury 
resort with all 
entertainment options 
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KUNG FU 






-. 18 movies. 72 questions. 


- Millions of viewers will be 

_ geared up for this first ever 

- Kung Fu quiz with a flavor 
; of cricket! 


IS YOUR 
BRAND GAME 
FOR THE NEXT 

BIG THING? 


Starts 1° June 
Mon-Thu 11pm 
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TOP OF THE WORLD: 
A dog-sledge ride in 

Finland can truly be an 
exhilarating experience 


JN LANTHIEZ 


FALLING OFF THE MAP 


THE MOST EXCITING SEGMENT FOR TOURISTS AND INDUSTRY INSIDERS ALIKE IS 
that which is off the beaten path. Tour operators that BW spoke to say 
that Indian travellers have now also grown into two distinct segments: 
the seekers of exotic and novel experiences, and those who still want to 
travel to the tried and tested. 

The new, evolved outbound Indian tourist is “internet savvy, more 
willing to experience local cuisines, is adventurous and ecologically 
sensitive, and enjoys wildernesses", says Bharati of Finpro. The high- 
visibility Visit Finland and Finnair promos, which included media 
campaigns, seminars, road shows and freebie trips, spotlit the charms of 
this faraway land, drawing the second type of Indian traveller. 

In surreal Finland, where the Sun does not set for almost two months, 
it is possible to cross the Arctic Circle and read a book by a lakeside at 
midnight. It helps that there is no language problem as English is 
commonly spoken, the atmosphere is virtually zero pollution, vast 
swathes of the land are inhabited by very few people, and the 
infrastructure is very highly developed. 

On the other hand, shopping, food, wildlife parks and historical sites 
are the reason why Australia lures travellers every year. Festivals — such 
as the forthcoming Vivid Sydney, the southern hemispheres biggest 
international music and light fest, held in May-June — also attract 
Indian tourists. It helps that Tourism Australia’s Baz Luhremann- 
directed ‘Come Walkabout’ global campaign, based on the movie 
Australia, has attracted attention. Ireland, Scotland and Korea are other 
new entrants into this high-stakes arena. 

Niche tailor-made itineraries include Holy Land tours that begin from 
Amman along the ancient King’s Highway stop by Madaba (the ‘City of 
Mosaics’), the Bahai shrine in Haifa, Golan Hills, Nazareth, Jericho, the 
sacred sites of Jerusalem city, Bethlehem and Sinai, ending with a round- 
up of Egypt's historical wonders around Cairo. 

The smart marketing of international destinations in a market with as 
vast a potential as India succeeds not only because of glamorous 
advertising but also because “the underlying product works’, notes Desai. 
“Marketing can take you only so far and no further. The Incredible India 
campaign, which is fabulously marketed, has inherent limitations, 
particularly with reference to tourist infrastructure. The sustained 
interest in Thailand, Malaysia and Singapore is also because they 
maintain constant quality in the overall infrastructure, visa processes, 
and accommodation and transport — what they say is what you get." 
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JEE FRANCE THE FRENCH WAY 


EEN THERE AND DONE THE EIFFEL TOWER, 
ZuroDisney, Louvre and Champs Elysees 








nap just yet. France-born and bred Caroline 
uneja, through her website 
www,francedecoded.com, promises to show you 
ier country the way only a local can. Juneja 
:halks out itineraries (including special ones 
or kids) that allow you to drive through 
rance, stay in amazing castles, tour vineyards, 
d enjoy nature in luxurious comfort, if that's 
what you wish. It is a France you might never 
»ee otherwise: at the Puy du Fou Historical 
Park, for instance, events of French history are 
recreated with live shows in period villages. 
rdering a pizza and soft drink in a 10th 
entury tavern can be huge fun. Shows feature 
oman gladiators (a whole stadium has been 
recreated), the 100-year war of the Knights 
emplar, the legendary musketeers, and 
ikings invading on their drakkars: the use of 
irds of prey in the Middle Ages is amazingly 
autiful. Caroline’s accrobranches, literally 
anslated as ‘holding to branches’, an obstacle 
&»course set 50 ft high amidst the splendid oak 
trees of a forest, is another big hit with kids. 
For water lovers, Provence’s gorgeous Verdon 
offers another not-for-the-faint-hearted 









ready? Don't write off France from your travel 





activity: canyoning down the river's waterfalls 
and gorges without a raft. Via Ferrata is for 
those who don't mind heights — this 
mountain-and-cliff route is equipped with fixed 
cables, ladders and bridges. For art lovers, 
there is the Avignon and its astonishing Popes' 
Palace, ‘just down the road’ from the perched 
villages of the Luberon, where one can retrace 
the steps of some of the greatest artists of all 
time — Van Gogh, Matisse, Picasso and 
Cezanne. But if France can only mean 
romance, head for Grasse, just off the French 
Riviera, where you can actually visit one of 
many perfumeries and spend an afternoon 
making your very own fragrance to take home 
as a special souvenir — in fact, they note down 
all your secret ingredients, so you can order 
your signature perfume for the rest of your life. 

Caroline's other secret is her network of 
B&Bs (Bed and Breakfast) along the way. A 
renovated mill, a XVIIth century manor house 
or a traditional Provence farmhouse. And for 
breakfast, a taste of the best of French breads, 
croissants and home-made jams. 

And all this ranging from €100 to €150 a 
night for two with breakfast. A car for five days 
will range between €260 and €430 depending 
on the car, and activities vary per person 
between €25 for an afternoon of 
Accrobranches, to €60 for Via Ferrata. 
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A FEW MORE 
IDEAS? 


W Rock climbing in 
Fontainebleau, the largest 
forest in France — just 
60 km from Paris 


W Paragliding over 
the Chaine des Puys 
volcano range 


B Discovering the 
astonishing Aven Armand 
Cave and its forest of 
stalagmites — the tallest 
in the world 


W Chilling out on the Pila, 
the tallest sand dune in 
Europe, between a pine 
forest and Atlantic Ocean 
— just 40 km off 
Bordeaux 


B Skiing in the French 
Alps with qualified 
instructors and fantastic 
infrastructure 


B Scuba diving in the 
Cassis Callanques 

B Swimming with 
dolphins and whales in 
the Mediterranean, off the 
coast of Cannes 
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BROWSING 


Mukesh Aghi 
Chairman and 
CEO, Steria India 


| am reading The Idea Of 
India by SUNIL KHILNANI. 
| recently finished /s this 
Bottle Corked — The 
Secret Life of Wine by 
Kathleen Burk and 
Michael Bywater. This 
book is for an oenophile. 
It is about what wine 

to drink with which 

dish, how to swirl, sniff, 
slosh and pronounce its 
name. One book every 
company head should 
read is The Leadership 
Engine by Noel Tichy. | 
buy books across genres, 
such as /t's Not About 
The Bike, Norwegian 
Woods and The Story Of 
My Assassins. 


How lo Manage 


by kalpana sharma 


EW FORMS OF URBAN GOVERNANCE 
N INDIA SHIFTS, MODELS, NETWORKS AND 


'" CONTESTATIONS; EDITED BY I.S.A. BAUD AND 


J. DE WIT; SAGE PUBLICATIONS; 
PAGES: 402; PRICE: Rs 850 


TRAFFIC PILE-UPS, UNAUTHORISED CONSTRUC- 
tions, slums, unattended garbage — this and 
much else have come to symbolise urban chaos 
in India. With a third of India’s one billion-plus 
population living in cities and towns, the urgent 
need to put in place systems of governance that 
allow for some form of order to prevail is evi- 
dent. On paper, such systems do exist. The 74th 
Amendment Act was expected to create partici- 
patory governance structures in urban India. 
They were premised on the belief that smaller, 
more localised, units of governance are better, 
more effective and more responsive. 

But has this actually happened? Or has devo- 
lution been adapted and distorted to benefit the 
few who have the power and influence to bend 
systems to suit their interests while leaving the 
rest to continue suffering the fallout of bad gov- 
ernance? These are some of the many questions 
that come to mind if you live in any of India’s 
large or smaller cities or towns. 

The 74th Amendment Act has not received 
the same amount of attention from media and 
academia as the 73rd Amendment Act that ap- 
plies to rural areas. This is a little surprising 
given that half the population of India is ex- 
pected to become urban in another four 
decades. Even before that happens, cities have 
already become sites of huge environmental 
problems, of poverty levels that sometimes ex- 
ceed those in rural areas and of intense social 


I.S.A. BAUD is professor of International Development Studies, heading the 
programme of livelihood, environment and governance at the University of 
Amsterdam. She is also vice-president of the European Association of 
Development Institutes. She focuses on urban environmental 
management, civil society and new governance networks. 

J. DE WIT is an anthropologist teaching public policy and development 
management at the Institute of Social Studies, The Netherlands. He has 
been and is engaged in various capacity-building programmes in India, 
Namibia and Vietnam. His key interests focus on urban poverty 
alleviation, decentralisation, local governance and community dynamics. 
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Urban India 


and political conflicts over urban resources and 
their distribution. 

This book covers many of these questions anı 
is, therefore, timely. Divided into three sections 
it examines different patterns of governance 
the role of non-state actors and contestations 
and urban governance. For instance, the 74tk 
Amendment envisaged setting up ward com: 
mittees that would be instruments of people's 
engagement with the civic government. Bu' 
these have worked in only a few instances 
where local politics has not prevented the for- 
mation of representative committees. 

Another governance headache is the multi 
plicity of agencies involved in urban develo 
ment in larger cities such as Mumbai and Delh 
In Mumbai, for instance, 10 different agencies 
are involved. Thus, while the maintenance o 
roads is the job of the Brihan Mumbai Munici 
pal Corporation, the planning and constructior: 
of new roads and highways come under th« 
Maharashtra State Road Development Corpo- 
ration. Unless the overlaps between these agen 
cies are sorted out, no new system of gover- 
nance at the municipal level can make a rea! 
difference to the way the city functions. 

The second section of the book tackles the 
fascinating area of the increasing role of non- 
state actors in the delivery of civic services 
In their desire to involve citizens, many loca 
bodies have handed over tasks such as solic 
waste management to non-governmental or 
ganisations or local committees. This ha 
worked well in some cities. For instance, ii 
Mumbai, the Advanced Locality Managemen 
system, although restricted to some parts c 
the city so far, allows citizens and the munici 
pality to cooperate in effi 
cient garbage clearance 
Rag-pickers have been ir. 
cluded in the process anı 
given legitimacy. In Delhi 
the residents welfare associ 
ations represent a narrower 
interest, and have success- 
fully used their clout witl. 
the authorities only to im 
prove their own colonies. 













































: portant section sof the book is the 
ne on 'Contestations and Urban Gover- 
. This touches on the root of some of the 
roblems of urban governance. Good systems 
an be devised, but their implementation de- 
ds on the extent to which contestations for 
Ow! space can be mediated. All Indian 
ow divided into two clear sections 
ite and middle class, and the poor. 
Although the number of the poor exceed those 
ofthe upper classes in many cities, the direction 
. iof urban development does not reflect this. 
Even the courts have tended to reflect middle- 
iclass and elite attitudes by justifying forcible 
relocation of urban poor in the interests of 
“cleaning” up the city, without any regard to 
: ‘their rights as citizens. These are debates that 
need to be resolved. Books like this can help 
g take the discussion forward. 
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3 Kalpana Sharma is an independent journalist 
4 andauthor of Rediscovering Dharavi: Stories 
From Asias Largest Slum 





Getting Paid For 
Doing Nothing 


FAKE WORK; BY BRENT 
.. D. PETERSON AND GAYLAN 
.W. NIELSON; SIMON SPOTLIGHT 
ENTERTAINMENT SSE; 
PAGES: 245; PRICE: $25 
CAUGHT IN THE ACTIVITY TRAP? ALWAYS BUSY AND 
u.s  yetattheend of the day do not seem to have 
^^ achieved anything productive? Welcome to the 
- world of fake work, which according to authors 
"Brent Peterson and Gaulan Nielson has insidi- 
 busly crept into literally every workplace today. 
, Indeed, fake work has got so institutionalised in 
į companies — especially those belonging to the 
:{ xnowledge economy — that most people stop 
_frecognising it as such, and get frustrated and 
tressed when goals are not met. It is the main 
eason we have moved from 45-hour work 
reeks to 60-hour work weeks. 
Of course, we are well aware of many act- 
ities (purposeless meetings, meaningless pa- 
erwork, empty training initiatives) that are an 
tter waste of time. But this book goes far be- 
ie Dilbert strips that poke merciless fun 
roductive corporate culture, and pro- 
hatter many of the illusions we nur- 
r work. As you read on, you are 
; the countless activities that 
us time and energy, and con- 











tribute nothing at all to the company's goals. 

The book includes a diagnostic quiz whereby 
you can gauge how much of your work is fake. 
According to the authors, most people who took 
the quiz had average scores of 25-35 (out of 50), 
which showed that over 50 per cent of the work 
we do is fake. Even when we are aware of it, we 
are often drawn into fake work because of other 
peoples needs and personalities. The book says 
that there are sóme personality traits that seem 
to specialise in creating fake work for others — 
too true, as you are bound to recognise the boss 
types and the work patterns listed here. 

After the diagnosis, the book moves into solu- 
tion mode and provides remedies to get out of 
the fake work trap. It is a book for both compa- 
nies and individuals. Who knows it might even 
help you get down to doing some real work. 

—Chitra Narayanan 


SELECTION 2 
Nonchalant 
Wisdom 


SOMEWHERE BETWEEN THE 
ranting of a perilously inse- 
cure lizard, a genial police 
officer who speaks English in 
"bulleted points" and the dis- 
comfiture of his increasing 
affection for a girl called Muneeza he met under 
complicated circumstances, Abir Ganguly's 
world is a perplexing one. Amit Varma's protag- 
onist — a young journalist covering the crime 
beat for a Mumbai tabloid — is presented as an 
ambitious yet apathetic individual with clever 
wit and a hyperactive imagination. 

Muneeza is someone Abir meets in order to 
profile her deceased father who was killed in a 
police encounter, being mistaken as a gangster. 
Her nick name is Sancho (as in Sancho Panza 
from Don Quixote) and, thus, the title of the 
book MY FRIEND SANCHO (Hachette India). 
During the process of discovering his subject, 
the protagonist evolves as a person himself and 
becomes a more sensitive journalist. This is the 
unexpected love story of Abir; a callous coffee- 
sipping cynic from a “privileged background”, 
and Muneeza, a simple girl clad in ill-fitting sal- 
war kameezes who belongs to the “real world”. 

Expressed in deliberately minimalist prose, 
Varma grazes issues regarding class divides, 
religious prejudices and the contingency of law 
as subject to social-standing disguises in pun- 
gent humour — a quality that is characteristic 
of a popular blogger like himself. 

—Alokita Datta 
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MELTDOWN: — 
A FREE-MARKET LOOK 
AT WHY THE STOCK — 
MARKET COLLAPS 
THE ECONOMY 
TANKED, AND 
GOVERNMENT 
BAILOUTS WILL MAKE È 
THINGS WORSE 
BY THOMAS E. 
WOODS IR. T 
REGNERY PUBLISHING 
Although the title calls 

to mind the proliferation 
of works explaining the 
financial crisis and its 
roots, it would be useful 
to read this book. 

Woods' investigative 
account is an antithesis 
to the dominant trend of . 
analyses that place the 
blame of the global 
meltdown on the greed 
of Wall Street firms. 

On the contrary, the 
author attacks the US 
Federal Reserve and 
Washington politicians 
for maintaining artifi- 
cially low interest rates 
and enacting laws that 
allow tax-free capital 
gains, deeming the 
government responsible 
for creating and bursting 
the housing bubble, 





INFOCOMVE Roundtable 


[NDIA'S DEPENDENCE ON FOSSIL FUELS FOR 
its energy needs is clearly unwelcome 
from the environmental standpoint. 
But how can the aspirations of over a 
billion people be met without damag- 
ing the environment? BW's Srikanth 
Srinivas moderates a roundtable that 
seeks to find out how the government 
and industry can work together to 
provide impetus to green energy 
solutions. The panelists were K. Jairaj, 
principal secretary of energy to the 
Karnataka government; Ajay Mathur, 
director general of the government of 
India's Bureau of Energy Efficiency; 
Rohit Modi, president of India busi- 
ness at Suzlon Infrastructure Services; 
Anjan Ghosh, senior general manager 
for sales marketing at Tata BP Solar; 
M.V. Ramana Rao, MD and CEO of 
MIC Electronics; Rajaram Pai, senior 
general manager of Moser Baer 
Photovoltaic; Ashok Hattangady, 
technical director of Conzerv Systems; 
and Biswadip Mitra, MD of Texas 
Instruments India. Excerpts: 


BW: What role must government, 


industry and consumers play in ensur- | 


ing India remains committed to eco- 
logical sustainability, as it must? 

Ajay Mathur: We first need to under- 
stand what the barriers to green ener- 
gy are, and what kind of initiatives the 


government has taken. Only 40 per | 
cent of India's population has access to | 


electricity or LPG, and economic 
development is largely driven by lack 
of electricity rather than (the presence 
of) adequate electricity. As the econo- 
my and incomes grow, energy demand 
by 2030 will be three times what it is 
today, making us highly vulnerable to 
international fuel prices and stocks. 
We have to focus on promoting energy 


Ajay Mathur, 
Bureau of 


Energy Efficiency 




















efficiency and renewable energy. 

But if the drivers are so strong, why 
is it that green energy is not taking off 
faster than we see today? The first 
problem is that of informing the con- 
sumer. For example, when you go to 
buy a refrigerator, buy an energy- 


| efficient one. But the consumer does 


not have such information or, some- 
times, no choices. 

The second issue is that of cost. 
Almost every green energy product 
costs more than its non-green alterna- 
tive. In some cases, there is a higher 


| absolute cost. For example, electricity 
| generated from wind costs more than 
| electricity from a conventional pole. 


There is a higher direct financial cost, 
which does not even mean the total 
cost including environmental cost. In 
other cases, the capital cost is higher 
but there are savings in energy bills in 
life-cycle terms. These two separate 
scenarios require different kinds of 


policy interventions. 


The third issue is that of bearing the 
cost. If a builder offers an energy-effi- 
cient building, the buyer is unwilling 
to pay a higher price for it — the buyer 
enjoys the benefits of low energy costs, 
but it is the builder who pays for mak- 
ing them available. How do we man- 
age this issue of split incentives? To 
me, these are the major barriers. 

And what has the government done? 
We have started the process of putting 
labels on some commonly used appli- 
ances — refrigerators, air conditioners 
and tube lights. Soon, we will be put- 
ting labels on ceiling fans, LPG stoves 
and so on. In other words, you have a 
choice (and more information). That 
leads to market transformation. 


Next comes the issue of whether a | 
new device/technology will work for | 


me. I, therefore, need 


provide the service and a 


To do this, we are promot- 
ing energy service compa- 
nies that would install, for 


better, and get paid from 
the savings. 

Through the Electricity 
Act of 2003, we created a 
provision for the state regu- 
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somebody to help, and | 


guarantee that it will work. | 


example, efficient lighting, | 
make the air-conditioning | 











Route 





lators to ask distribution firms to buy a 
minimum amount of electricity from 
renewable energy sources. 

What about non-grid connected 
renewable electricity? Again, it is a 
question of finding a sustainable busi- 
ness model. At the moment, the gov- 
ernment is willing to provide up to 90 
per cent capital subsidy (for this). 
However, there have been no takers for 
this as yet. Obviously, the per unit 
price itself is a greater problem than it 
has been thought to be. 

Finally, our energy conservation 
code for new, large commercial build- 
ings ensures that energy efficiency is 
taken into account at the design stage. 
By doing this, we reduce consumption 
by up to or even more than 50 per cent. 

How successful have we been? From 
our installed capacity of 130,000- 
140,000 MW, about 11,000 MW is 
renewable. An impact analysis carried 
out for 2007-08 showed that the gov- 
ernment' initiatives have resulted in 
savings to the order of 3.7 million 
tonnes of oil equivalent. That is about 
] per cent savings from Indias total 
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‘To Green India 


energy consumption of about 400 
billion tonnes of oil equivalent. It is 
a small number on both sides. Sca- 
lability is important. 
BW: Let us hear from the companies 
involved in the business of energy- 
efficient alternatives. 
Rajaran There is no denying that 
renewable energy is the way to go for- 
ig Ward. The government has already 
taken some steps. But we require 
something more. States such as 
Punjab, Karnataka, Chandigarh and 
Rajasthan have been very progressive. 
What is required here is that once you 
have an incentive, it should also be 
backed up by state agencies. Moreover, 
it would help if government incentivis- 
s generation of alternative energy 
ther than its installation. Also, we 
ave to adopt newer technologies with 
roven reliability, and improve our 
&D efforts to achieve world-class 
1ergy efficiency. 
. Now, can renewable energy alter- 
ativ es be economically feasible? 
ma Yes, all solutions 
SER as a total are sustainable, and 














can even create wealth for the organi- 
sation. If we go green with our lighting 
needs — street, home, offices, railway 
platforms, hoardings, and in villages 
— the savings will be enormous. We 
can also award attractive prizes for 
efficient solutions. 
. But how do we translate all these 
ideas into something actionable? 
li: Unfortunately, nobody 
TE at the lifecycle cost of alternative 
energy. The quality of alternative ener- 
gy equipment in India is also not on a 
par with the world’s best. Logistics is a 
huge crunch. Getting land 
to put up windmills is a 
problem, power purchase 
agreements are difficult to 
sign, grids trip, there are 
corruption issues, and 
financing issues — the 
Indian Renewable Energy 
Development Agency, 
which is actually supposed 
to be facilitating the green 
energy process, is asking 
for 14 per cent rate of 
interest, so it makes no 





Mil 


1 JUNE 2009 We} BUSINESSWORLD 





sense at all. Moreover, single-window 
clearance is an absolute must. The 
power ministry and the ministry of 
alternative energy should not be apart. 
The state governments are still to 
accept the Electricity Act of 2003 in the 
right spirit. They still want to flex their 
muscles; they want to interfere in tariff 
settings. They take their minimum 
purchase obligation as a maximum. 

In Chennai, maybe in Bangalore, 
rainwater harvesting is mandatory. 
Any new hotel or large apartment 
complex has to harvest its water. | 


Anjan Ghosh, 


Tata BP Solar 


“We must keep in 
mind that initial 
cost of a solution 
is always high.” 


INFOCOME Roundtable dE 


Rohit Modi, 
Suzlon 
Infrastructure 
Services 


M.V. Ramana 
Rao, MIC 
Electronics 


think we also need to ensure energy 
harvesting, whether solar or wind. | 
am also impressed with the idea of a 
green cess that Maharashtra is putting 
together to fund renewable energy. 
Ashok Hattangady: One point that is 
already becoming clear is that we need 
a paradigm shift in envisioning that 
there is no such thing as an alternative 
source of energy. These alternative 
sources today are mainstream and, 
without them, we cannot progress. It is 
no longer a question of conventional 
energy versus alternative energy but 
a mix of both. India’s energy costs 
are such that electricity is about the 
second-highest in the world, oil prices 
in only India and Japan are in the 
bracket of Rs 45-56 per litre if you look 
at the exchange rates. Our energy costs 
are twice that of Canada’s or South 
Africa’s. Unless we find ways of 
improving efficiency in utilisation, 
there is no way that we can become 
more competitive. 

I think carbon trading is a very pow- 
erful tool because people actually see 
value in reducing carbon emissions. 
The only problem is that it is very diffi- 
cult to implement unless there is a car- 
bon trading exchange pretty much like 
the Bombay Stock Exchange. 








Also, bodies such as the 
Confederation of Indian 
Industry and Renewable 
Energy Action Forum, 
which are working towards 
green energy goals, are 


represent a particular 
industry. We need to see all 
these constituents inte- 
grating together. If not, 
there is no way for a cohe- 
sive effort to succeed. 
Anjan Ghosh: There are 
technologies available, but 
we cannot get an addition- 
al 100,000 MW of energy 
immediately through 
renewable resources. So 
there has to be alot of R&D. 
But companies are not 
doing enough, and there is 
not enough support from 
the government. 

Solar energy is a decen- 

tralised solution — it can 
be generated quickly and is 
available everywhere. More than 50 
per cent Indian households do not 
have access to electricity. Some of us 
would recall that just 10 years ago, we 
were paying Rs 16 per minute for 
mobile connectivity, and only a few 
could afford it. Today, the same service 
is available for 10 paise, and everybody 
uses it. We must keep in mind the fact 
that the initial cost of a solution is 
always high. 
K. Jairaj: From the planner’s perspec- 
tive, the problem with solar energy is 
one of scale. Even today, we have not 
gone beyond solar lanterns and solar 
lamps. It is only now that we are 
knocking the grid connecting system. 
As most of the states face a paucity of 
resources, how do we provide a sub- 
sidy in order to make good the high 
costs of solar power generation? 

In the area of wind energy, the kind 
of entrepreneurship we have is very 
limited. It is restricted presently to the 
manufacturers. But we need to broad- 
base this entrepreneurship. The aver- 
age time taken to complete a wind 
project in our state today is anywhere 
between four to seven years. I will 
admit that government's cumbersome 
procedures take time to fulfill. 

BW: Technology has always been very 
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fragmented because they | 


significant factor in the renewab' 
energy revolution. Let us address th 
aspect of the discussion. 

Biswadip Mitra: The semiconductc 
industry connected the world in th 
last decade, and it will make the worl 
greener in the next. We can help mov 
energy from point A to point B effi 
ciently, and address questions such a% | 
quality of power, minimising losses 
and monitoring. Semiconductor tech 
nology has a huge role to ensure thé 
any appliance used at home or else 
where has the best energy efficiency. 

At the centre of these huge opportu 
nities are semiconductor chips, analo 
chips, digital controllers and GSP: 
Also, the pay-back period for renew 
able energy used to be three year: 
then 18 months and, now, we war 
pay-back in six months. As expecta 
tions rise, there are two things needec 
legislative support from the govern 
ment, and an efficient road map. 
Mathur: Energy costs in India ar 
amongst the highest in the world. The 
are even higher when you compare | 
with our incomes. Use a very simpl: 
affordability index: cost of electricity ii 
rupees per kilo watt hour divided by 
our national income or per capita GDP 
or the cost of petrol divided by pei 
capita GDP. Compare this ratio for dif- 
ferent countries in the world. It is the 
highest in India. This shows that ther. 
is little scope for increasing the price «. 
electricity and petrol. It is one of the 
challenges that green energy faces. ^ 

To the question of how we promot* 
energy efficiency, if I put it an invest- 
ment now and I am going to get ent 
gy benefits later, it is going to be cos 
effective. Why on earth should I pr. . 
vide incentives first? But I do reali. 
that in order to climb over the hill, 1 
overcome the barriers of people n. 
being used to this technology, we hav, 
to do something. 

When we say that we should provid 
huge subsidies for renewables, tl 
subsidy will ultimately have to cor 
from you and me, either through tax 
or as higher prices of electricity. B 
how much more can we afford to pé 
This is the problem that regulato 
face. This is not to say we should n 
provide subsidies. If we do not provi 
subsidies, this market will not devel 
and we all agree it is the future. 


- | 
A ti EO y. 


d >. 


=F 
ETN 


ABP 
FESTIVA]J] 
SPECIALS 


BENGAL IS WAITING, 
YOU SHOULDN'T. 


TES 


La or 
" a, 


1+1=12 


DS 
| 


2s 
| A | 


4 Wi. 
-—— —— 


Bengal are getting ready for the biggest shopping carnival, with goods worth more than 


Rs 7700" crores to be traded, this pre-pujo season! An opportunity you wouldn't want to miss, 


p» 
aA 


A ae 
to get such a huge consumer base to experience your brand. LZ Presenting the seven 
c ti 


Pujo specials from ABP—the most effective media vehicles to reach your target audience. 


Sharodiyo Desh * Pujabarshiki Anandamela * Pujabarshiki Anandalok * Sharodiya Anandabazar Patrika 
Sharodiya Patrika * Sananda Pujo Pushpanjali * Unish Kuri Pujo 


j'urce: IMRB International 


For business queries, please contact 
Bangalore & Hyderabad Abhirupa Majumdar --91 98803 10430, Chennai Parthasarathy S --91 9962002877 
Kolkata Abhiroop Ghoshdastidar +91 9748004498, Mumbai Deep Tiwari +91 932358881 1 
New Delhi Poonam Gaurav Batra +91 9810501090 
bates B soc 





y 





BW Opinion 


A Change Of Gear 





The Congress 
has left 
competition 
behind; it 
should now 
take a longer 
view — rein in 
expenditure 
and invest in 
infrastructure 


THE GENERAL ELECTIONS HAVE PUT AN END TO THE 
ambitions of at least two politicians. L.K. Ad- 
vani will be sorry to see the return of Manmo- 
han Singh, whom he called the weakest prime 
minister. Mayawati, the other commonly men- 
tioned candidate for prime ministership, has 
more time on her hands, but will at least have to 
wait for some years. But all eyes after 
this election will be, not on the Prime 
Minister, but on Rahul Gandhi, the 
star of the Congress campaign who 
followed his own path. For five years 
he refused to share in power and in- 
stead walked in villages and slept in 
huts. He also distinguished himself 
from run-of-the-mill politicians: he 
talked less and listened more. 
Whether he will now take leadership 
or will take his own time to learn 
more will take some time to emerge. 
But he is likely to have some influ- 
ence on policy. His thinking falls well 
within the walls of Congress-style 
populism. But there is a certain 
freshness to it. He is also more of a 
team player, and his team is younger. 
So there is bound to be some injec- 
tion of new blood in Congress policies, even if 
the Sonia-Manmohan Singh duo continues to 
be the public face of the party. 

It is hardly a matter of controversy that al- 
though Manmohan Singh, the architect of the 
reforms, was prime minister for five years, the 
economic policies of his government ranged be- 
tween indistinction and mediocrity. He watched 
for four years while P. Chidambaram made taxes 
and laws ever more complicated and oppressive. 
He took on the ministry himself in the end but 
did not leave much of a mark, let alone reverse 
the earlier inanities. The finance ministry is 
going to be crucial. Not only will there have to be 
a budget soon, but the enormous increase in 
expenditure that the government engineered in 
its last days in its effort to buy votes will have to 
be compensated for. The fiscal deficit is out of 
control, and the new government should either 
raise taxes or reduce expenditure to bring it back 
within decent bounds. 

Of the two alternatives, a raising of taxes is 
uncalled for at the present juncture. Economic 
growth is declining, and the world is sinking 
even faster into a possible depression. The next 
finance minister will no doubt find a file on his 
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table from the revenue department pointin 
out that the balance of trade is growing eve. 
more adverse and a rise in customs duties is re- 
quired. He will also find industrialists waiting 
in his anteroom begging for higher tariffs. Bu’ 
he would be ill-advised to listen to the revenue 
officials or the industrialists. Import duties pr 
tect industries only by making them inefficient; 
their inefficiency leads to ever-worsening 
export performance and ever-stronger justifica- 
tion for higher duties. India has been down that 
road before the reforms; we should not go ba ‘k 
to those days of uncompetitiveness and poor 
growth. If the balance of payments poses a 
problem, the policy variable to use is the ex- 
change rate, not import duties. The last govern- 
ment did use it to a slight extent; the new gov- 
ernment should use it more actively. Eoi 
If tax increases are not an option, that leaves . | 
only the reining in of expenditure. Now that t 
elections are past, all the expenditure on buyi , .'. 
of votes has served its purpose and should be left. — 
behind. It may not strike the government, but the ` 
external environment has not been so benign 2 
along time. Pakistan has never been less ofa mil- 
itary threat. We have therefore some breathii 
space, and the new government should use it 
slow down the rise in military expenditure. : 
The government's economists will no dou) 
point out that with the economy slowing dow. 
a reduction in the fiscal deficit is macroeconon 
ically contraindicated. Their wisdom may we 
combine with the natural instinct of politician; 
and prevent a significant reduction of expend 4 
ture. But the least the government should do 
to rethink the priorities. The last governme 
had merrily increased unproductive expend- 
ture, and kept down investment. It had bo : 
rowed the idea of private-public partnersh 
from its predecessor, and hoped that it cou 
leave investment even in infrastructure to t 
private sector. The results were terrible. | 
only did the UPA government not take new i | 
tiatives in improving infrastructure, but it ` 
not even keep up the momentum of the p, 
grammes, such as highway and airport cc 
struction, that it inherited from the previi 
government. Now that it has left political co: 
petition behind, it is time for it to take a lon; 
view and thinking of the country's future, r 
just its own. The kind of national ambition th 
the leaders ofthe Bharatiya Janata Party exhii 
is what the Congress leaders too need. 
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